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The Progress of Building Societies 


HE BUILDING SOCIETY MOVEMENT IS IN A STAGE OF VIGOROUS GROWTH. ACCORDING 
lo estimates made by the Building Societies’ Gazette, assets of the societies totalled 
wme £1,646 million at the end of last year, an increase of about £168 million 
wing 1953. It is likely that loans made during the year exceeded £300 million, 
‘total never before reached in the 170 years’ history of the movement and more 
than double the highest figure recorded before the war. It is probable that 
he demand for mortgages will become greater still, and if any cloud, even one 
ho bigger than a man’s hand, should appear in the building society’s firmament it 
likely to portend, not a contraction of the outlet for funds, but an insufficiency 
iinew money to appease the clamour of borrowers. 

Not that there have yet been any signs of a lack of finance. Quite the contrary: 
ie estimated sum due to shareholders was some £1,340 million at the end of 
53, an increase of about £154 million, and that due to depositors was some 
204 million, which was about £6 million more than a year previously. The com- 
ined increase in savings placed with the societies is, again, the largest ever 
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recorded. It would be wise to remem- 
ber, however, that the societies gained 
favour as an investment medium in the 
sight of the small investor by the tax 
inquisition into deposit holdings in 
savings banks and the Post Office—a 
once-and-for-all advantage. 


There are several indications of 
lively and progressive thought in the 
movement. The societies, the local 
authorities, and the Ministry of Hous- 
ing and Local Government have 
been discussing a _ possible scheme 
under which house purchasers could 
deposit only 5 per cent. of the valuation, 
instead of the normal 20 per cent., 
the balance being guaranteed by the 
local authorities, possibly with Govern- 
ment assistance. This would be a not- 
able help to the small buyer, even 
though he is already able to obtain a 
go per cent. advance by supplying a 
guarantee from an insurance office 
for the 10 per cent. margin. A suggestion 
that the societies might develop into 
landlords, supplying houses to rent in- 
stead of the funds to purchase, offers 
interesting possibilities (and perhaps 
welcome relief to many local authorities, 
whose burden of landlordship would be 
gratefully shared), but the development 
seems a long way off. Another sugges- 
tion, that the societies might finance 
not only houses but the furniture that 
goes in them, is perhaps too visionary 
and too risky for most societies. But it 
is to the good that new ideas are being 
interchanged in the movement. One 
now wonders when the trend towards 
amalgamations and absorptions of the 
smaller societies is going to be resumed 
and intensified. The small local society 
has advantages beyond those of senti- 
mentality, but it seems doubtful 
whether they can frequently outweigh 
the economies which come with large- 
scale organisation. A very large number 
of the societies remain extremely small 
and it may well be that the next 
historic phase of the movement will be 
one of consolidation into large units 
such as characterised banking in the 
last decade of the nineteenth century 
and the first two decades of this. 


Accountability of Football Pools 


The Pool Betting Bill (see the Pro- 
fessional Note on page 81 of our last 
issue) will now almost certainly become 
law. Mr. F. Mulley, m.p., who 
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introduced this Private Members’ Bill, 
by putting down a large number of 
amendments to it has secured the 
agreement of the Pool Promoters’ Associa- 
tion, and the Government has also 
announced that it will lend its support. 
As we went to press the Bill had been 
in Standing Committee of the House 
of Commons only one day and the 
major amendments had not been 
reached. 

There was much discussion on 
whether the local authorities should or 
should not be the bodies with which 
pools would have to register. The 
Royal Commission on Gambling had 
proposed that the local Petty Sessional 
Courts should be the registration bodies, 
and some people have suggested that 
a Control Board should be established 
on the analogy of the Racecourse Betting 
Control Board. Mr. Mulley opposed 
such suggestions (saying, incidentally, 
that only 35 pools in the country would 
be affected), the Joint Under-Secretary 
of State for the Home Department 
announced that the Association of Muni- 
cipal Corporations did not object to the 
job of registration being with local 
authorities, and the Standing Com- 
mittee agreed to leave it there. The 
fee for registration was raised from £10 
at inception to a maximum one of £25 
annually. 

Under Clause 2 of the Bill, the local 
authority must appoint an auditor to a 
registered pool. The Standing Com- 
mittee discussed whether the acting 
accountant of the pool should be 
eligible to serve as its auditor. It was 
argued by Mr. Mulley that the matter 
should be left to the good sense of the 
local authority after consultation with 
the pool. In the event, Clause 2 was 
left as originally drafted, so far as this 
point was concerned, that is to say, it 
would be permissible for the local 
authority to appoint as auditor the 
accountant of the pool. 

An important amendment, not 
reached in the committee on its first 
day, provides that the details of results 
to be published every week by the pools, 
either in the newspapers or by state- 
ments sent to each competitor, should 
not be in such detail as required in the 
original Bill, but should simply give 
the percentage of the total stakes 
absorbed otherwise than in winnings 
and duty. It is understood that this 
modification met the pool promoters’ 
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objections that the original require- 
ment would be costly to implement. 
But it is possible that some supporters 
of the Bill in the House will think Mr. 
Mulley has here gone too far in his 
compromise with the promoters. The 
same remark applies to another amend- 
ment, also not reached in the first day 
of the committee stage, providing that 
the annual profit and loss account will 
not have to be sent to the local author- 


ity or made available to the public, as . 


originally stipulated, but only handed 
to the auditor appointed by the local 
authority. On the other hand, another 
amendment requires the pool to send 
to the auditor and to the local authority 
(for public inspection) an annual 
statement showing aggregate stakes, 
aggregate stakes less winnings and duty, 
and promoters’ commission. For the 
calculation of commission, a further 
amendment defines expenses at length, 
as follows: 

the expenses of the promoter actually 

incurred by him in the conduct of the 

competitions, excluding any expenses 
properly chargeable to capital and any 
interest on borrowed money, and in 
particular, excluding any provision for 
depreciation of buildings or equipment, 
any emoluments payable to the promoter 
or, if the promoter is a partnership, to 
any of the partners, or if the promoter is 
a body corporate, to any of the directors, 
and in any case, any emoluments payable 
to any person whose emoluments depend 
to any extent on the profits of the pro- 
moter. 
It is not clear why depreciation on 
fixed assets should not rank as expenses 
and should have to be met out of the 
promoters’ commission. 

The “qualified auditor” to be 
appointed by the local authority is 
defined by another amendment as in 
Section 161 of the Companies Act, 
1948, that is, as a member of one of the 
recognised accountancy bodies or of 
any such body that may in future be 
recognised by the Board of Trade for 
appointment as auditor to a company 
other than an exempt private company. 


Higher Local Rates for Businesses 


Many of the new rating assessments on 
shops and business premises are likely 
to be double the old, and some will be 
treble, declared Mr. Neville Rayner, 
the Chairman of the National Union of 


Ratepayers’ Associations, last month. Even 
allowing for possible decreases in rat, 
poundages the rate burden on bys. 
nesses would almost certainly rise, Thijs 
was because assessments on <lwellin 
would increase in much smaller degree 
than those on businesses—he estimated 
by only 20 per cent. Householdex 
would, therefore, probably pay less jn 
rates. 

Mr. Rayner said that ratepayers 
would not be told, without asking, of 
increased assessments as they are made, 
They must find out for themselves a 
their Council offices. 

A new Order (Statutory Instrument 
No. 272 of 1954, price 2d. net) has just 
been issued, once again postponing 
the coming into force of the new asses- 
ments, this time until April 1, 1956, so 
that businesses have another two year 
of grace. 


Accountant’s Valuation of Shares 


In Accountancy for August, 1953 
(page 246) a note appeared of Dean v. 
Prince. In this case Mr. Justice Harman 
held that if an accountant, in certifying 
the value of a company’s shares in ac- 
cordance with the Articles, gave reasons 
for that valuation, the certificate could 
be challenged, and that on the facts of 
the case the auditors had adopted the 
wrong method of valuation. There was 
no appeal against his decision that, if 
reasons were given, the valuation could 
be challenged, but on the question 
whether this particular valuation was 
correct the Court of Appeal allowed an 
appeal (Dean v. Prince, The Times 
Newspaper, March 6, 1954). 

The Master of the Rolls said that the 
normal basis of calculating the value 
of shares in a private company was the 
expectation of profit but the accountant 
had rightly rejected that basis becaus 
this company had a continued expect 
tion of loss. The accountant had thes 
felt himself bound to look only to the 
break-up value of the shares, to what 
the assets would have realised if sold 
by auction, as on a liquidation. It wa 
wrong in principle, said the Master 
the Rolls, for the accountant to have 
treated*himself as bound by “ accoutt 
ancy principles” to have regard otl) 
to the break-up value ; there was ™ 
rule-of-thumb or fixed principle 4 
accountancy which limited the possible 
bases of calculation to be adopted 
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Nevertheless, the plaintiff had failed to 
establish that a consideration of the 
values of the plant in situ or otherwise 
would produce a figure materially 
diferent from that reached by the 
accountant. Lord Justice Denning and 
Mr. Justice Wynn-Parry concurred. 


Students’ Lectures by 
Professor Bray 

“The Elements of Accounting” is 
the title of a series of seven public 
lectures for students to be delivered 
by Professor F. Sewell Bray, F.c.a., 
FS.A.A., Stamp-Martin Professor of 
Accounting. The lectures will be given 
at Incorporated Accountants’ Hall 
at 6 p.m. on Tuesdays, April 20 and 
27, May 4 and 18, June 8, 15, and 22. 
There is no charge for admission and 
no tickets are required. 


North-Western Management 
Conference 


The British Institute of Management, 
in association with the Federation of 
British Industries, the National Union 
of Manufacturers and the Institute of 
Industrial Administration, has arranged 
a Management Conference to be held 
at Southport on April 2-3. 

Mr. Ronald Brech (Unilever Ltd.) 
will give an introductory talk on the 
theme of the conference, World Com- 
petition—a Challenge to British Manage- 
ment, and there will be lectures on 
Training for Management in the North- 
West; Incentives—Stimulating the Will to 
Work; Breaking into the Dollar Market; 
and Working Capital Needs and Replace- 
ment Costs. 

The principal speaker at the dinner 
on April 3 will be Mr. A. E. Marples, 
MP., AS.A.A., Parliamentary Secretary 
to the Ministry of Housing and Local 
Government. 


Insurance Investment in Industry 


Speaking at a dinner of the Jnstitute 
of Actuaries on March 10, Mr. Peter 
Thorneycroft, the President of the 
board of Trade, said that through their 
lvestment resources insurance offices 
wielded great instruments which could 
shape the destinies of British industry. 

¢ was old-fashioned enough to believe 
that the guiding principle in the invest- 


ment of insurance funds was the interest 
of the policyholders, who sought safety 
—and very properly so. There was an 
apparent contradiction in that industry 
needed risk-capital. But the biggest 
risk was that the country would be 
unwilling to take the risks necessary 
to industrial progress. If industrial 
investment stagnated what would any 
investment be worth in time to come? 
It was not the policy of the present 
Government, continued the Minister, 
to tell insurance offices how much 
they should invest in industry, still less 
to tell them the particular branches of 
industry in which they should invest, 
though he welcomed the fact that they 
had found it sound policy to increase 
their equity holdings. He was confident 
that they would continue to have in the 
forefront of their minds the importance 
of maintaining industrial expansion. 

The President of the Institute of 
Actuaries, Mr. W. F. Gardner, c.B.£., 
presided at the dinner. Among the 
guests was Mr. C. Percy Barrowcliff, 
President of the Society of Incorporated 
Accountants. 


Finance and Public Administration 


The Place of Finance in Public Admini- 
stration was the subject of a week-end 
conference organised by the Institute of 
Municipal Treasurers and Accountants 
at Balliol College, Oxford, from March 
19 to 21. There were brought together 
at the conference senior representatives 
of the many forms of national and 
publicly owned undertakings and of the 
accountancy bodies. The chairman was 
Sir Malcolm Trustram Eve, Bart., 
G.B.E., M.C., T.D., Q.c., and the principal 
speakers included the Rt. Hon. Sir 
Edward Bridges, G.c.B., G.c.v.0., M.C., 
(Permanent Secretary, H.M. Treasury) ; 
Sir Harold Howitt, G.B.£., D.s.o., M.C., 
(Past President, Institute of Chartered 
Accountants in England and Wales); 
Sir James Lythgoe, c.B.z. (formerly 
Treasurer of the City of Manchester, 
Past President, Institute of Municipal 
Treasurers and Accountants); Sir 
Reginald Wilson (Member of the British 
Transport Commission); J. Latham, 
c.B.E. (Director General of Finance, 
National Coal Board); J. G. L. Francis 
(Chief Accountant, British Broadcasting 
Corporation). 

Mr. L. C. Hawkins, F.s.a.a., and 


raising of capital; and 


Mr. H. O. Johnson, F.s.A.a., members 
of the Council of the Society of 
Incorporated Accountants, represented 
the Society at the conference. 


Capital Requirements and 
Operating Ratios 


We have received a copy of a report 
Capital Requirements and Operating Ratios 
in the Work Clothing Industry (1950-51). 
The report (like others in the same 
series) was prepared by the University 
of Pennsylvania for the U.S. Depart- 
ment of Labor, and had its genesis in a 
request from the United Kingdom for 
information which would help in the 
productivity drive. The several reports 
attempt to isolate the reasons for the 
relatively high level of productivity 
in the United States compared with 
other countries. 

The present report states that 
reasons for the higher productivity 
in the work clothing industry in 
the United States (which makes overalls 
and dungarees, working shirts and 
working trousers) include: (1) the 
greater use of capital; (2) the easier 
(3) larger 
expenditures on selling activities. The 
questions are posed: “‘ Do these explana- 
tions hold true when firms of similar 
types and sizes are compared?” and 
“Are there other significant financial 
differences that have been  over- 
looked? ’”’ No attempt has been made 
to answer these questions, nor could 
any be made from the findings of this 
report alone. All that can be done is to 
set out certain significant ratios ascer- 
tained from the industry as it is consti- 
tuted in the United States. These 
ratios can form a valuable basis for 
comparison with those ascertainable 
for individual firms, or for the industry 
as a whole, in other countries. 

The ratios given are those that might 
be expected for the object in view. 
Assets (subdivided as to fixed assets, 
inventories, debtors and cash) are 
related to annual turnover (sales). 
Total assets are expressed as a percent- 
age of factory wages. Operating costs 
and profit are given as percentages of 
turnover. Total investment is analysed 
among owners’ investment (to include 
retained profits), long-term borrowing, 
and short-term loans (including bank 
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overdrafts). An additional analysis 
of the disposition of profits among 
taxation, dividends and retained profits 
is perhaps of lesser interest. —Through- 
out, ratios are given in respect of small 
firms (defined as those employing less 
than 100 persons), medium firms (100- 
500 employees), and large firms (over 
500 employees). Small firms are segre- 
gated into the profitable and_ the 
unprofitable. 

The figures presented in this report 
can be of major interest only to those 
concerned directly with this particular 
industry. But certain of the findings 
have a wider significance—for example, 
the conclusion (obtained from 
analysis of the accounts of a limited 
number of small firms) that material 
costs account for 63 per cent. of sales’ 
value, labour a further 20 per cent., 
overheads (including administration 
and finance) 10 per cent., selling and 
distribution 3 per cent. and_ profit 
(before tax) only 4 per cent. The 
average profit for the whole sample 
group of 29 firms was less than 3 per 
cent. of turnover. 

The report is distributed in this 
country by the British Institute of 
Management, Management House, 8 
Hill Street, London, W.1, at the price 
of 5s. net. 

The reports on three other industries 
(men’s shirts, coarse paper and paper- 
board) have also been published at 
the same price. Comparable studies 
should be undertaken for parallel 
industries in the United Kingdom 
and other countries in order that 
some attempt may be made to answer 
the questions posed. 


Audit of Friendly Societies 


There was recently published the 
Report of the Chief Registrar of 
Friendly Societies (Part 2) for the year 
1952. Since this is the first report on 
the friendly societies to be published 
since that for 1937, it recounts all im- 
portant developments in the interval 
of a decade and a half. Thus, it 
recapitulates the provisions of Section 
14 of the Industrial Assurance and 
Friendly Societies Act of 1948 regard- 
ing the appointment of auditors of 
societies registered under the Friendly 
Societies Acts. This Section provides 
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that a society which at the end of 1949 
or in any later year had less than 500 
members and less than £5,000 in assets 
must thereafter submit its accounts for 
audit to an Approved Auditor. The 
report then reminds us that Section 20, 
after stating that an Approved Auditor 
must be a member of one of the recog- 
nised accountancy bodies, (which are 
listed), contains provisos. Proviso 
(6) protected existing appointments by 
empowering the Treasury to appoint, 
in certain circumstances, an otherwise 
unqualified auditor as an Approved 
Auditor for the purpose of continuing 
to act as auditor of a society. Proviso 
(c) gave the Treasury authority to 
appoint a suitable person as an Ap- 
proved Auditor, even if he is not a 
member of one of the recognised bodies, 
if it is satisfied that the purposes of 
Section 14 could not otherwise be 
achieved. Up to the end of 1952, 
states the report, there were 920 
appointments under proviso (b) and 10 
under proviso (c). 

In 1940, the following clause was 
added to the condition dealing with 
soliciting: 

A Public Auditor who procures, assists 
or in any way makes himself a party to 
the solicitation of audits by others on his 
behalf, will also render himself liable to 
be struck off the list of Public Auditors. 
This condition was introduced in 

1949: . 

On a change of auditor, the new audi- 
tor must communicate with the outgoing 
one before accepting the audit, and should 
ascertain the circumstances in which the 
change of auditor is proposed. 


From January 1, 1951, the scale of 
fees, in operation since 1920, was 
revised to the existing figures and 
appointments, previously held from 
year to year, were made permanent, 
subject to three months’ notice on 
either side. 

The report explains how this Act 
changed the designation ‘‘ Public Audi- 
tors”’ into “‘ Approved Auditors.’’ When 
the Act of 1948 was in the Bill stage, the 
Public Accountants Bill (which pro- 
vided for registration of practising 
accountants as “ Public Accountants”’) 
was also under consideration and it was 
thought that, unless the title ‘‘ Public 
Auditor ”’ were altered, some confusion 
might result. “‘ The Public Account- 
ants Bill, however, has since been 
abandoned.” 


In 1952, there were 2,018 Approved 
auditors on the list. They audite 
5,844 societies under the Industria 
and Provident Societies Acts and 59737 
societies, branches and collecting socie. 
ties under the Friendly Societies Agts 
Approved auditors audited the accounts 
of 40 per cent. of the societies ang 
branches registered under the Friendly 
Societies Acts (compared with 16 per 
cent. in 1949). Total audit fees of 
£319,560 and “ additional charges,” 
of £65,573 were paid to Approved 
auditors for all their audits. 

In 1952, the average fee (excluding 
additional charges) for an Approved 
auditor of a society under the Industrial 
and Provident Societies Act was £39 195, 
compared with £32 4s. in 1949; ofa 
society under the Friendly Society Act, 
it was £13 Is. in 1952, compared with 
£12 4s. in 1949. The report remarks 
that the increase in scale fees does not 
appear to have any marked effect o 
the average of the fees paid. 

In the section of the report on annual 
returns, illustrations of defalcations and 
deficiencies are given. Many of them 
were clearly avoidable if the account 
had been properly audited, but equally 
clearly, lay auditors had performed their 
duties with shocking ineptitude—r 
simply not performed them at all. Thi 
section is indeed an object lesson in the 
dangers of audits by unqualified persons. 
The Registrar, saying that the change 
made in the 1948 Act have inevitably 
been resented by some of the larger 
Orders “ which had taken the trouble 
to train their own amateur auditors,” 
continues: 

but there can be little doubt that mos 

societies will benefit. These reports have 

often commented on the shortcomings @ 
laymen who undertake what is essentially 

a skilled professional task. In the long 

run the professional audit can be & 

pected to repay in full any additional cos 

it may involve. 
It is, however, perhaps not out of place 
to add that the Registrar himself ha 
power, under the 1948 Act, to malt 
regulations, with Treasury approval, 
lowering the levels of 500 members and 
£5,000 assets below which frientl! 
societies retain the option to appoll! 
either a lay auditor or an Approved 
auditor. 

The report is obtainable from Her 
Majesty’s Stationery Office, at 4s. 
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The Society’s Annual Meeting 

The sixty-ninth annual general meet- 
ing of the Society of Incorporated 
jcountants will be held at Incor- 
porated Accountants’ Hall on Wednes- 
jay, May 26, at 2.30 p.m. under the 
sairmanship of the President, Mr. 
¢. Percy Barrowcliff, F.s.A.A. This 
necting will be followed by an 
xtraordinary general meeting of the 
Society and at approximately 3.30 p.m. 
py the annual meeting of subscribers 
ad donors to the Incorporated 
Accountants’ Benevolent Fund. 


Wage Claims 


The Court of Inquiry appointed to 
consider the wage claims put forward 
by the engineering and shipbuilding 
wions had to thread its way through 
a medley of conflicting arguments 
about the size of profits in the industries; 
the relation of profits to nominal capital, 
net worth and Stock Exchange valua- 
tions; the volume of reserves; their 
availability to meet increased wages; 
and numerous other interpretations of 
fnancial and accounting statistics— 
statistics that were mostly dangerous 
because they were both incomplete and 
in the form of aggregates or averages, 
showing no dispersions over the con- 
stituent companies. During its passage 
through this morass of argumentation, 
the Court gave voice to a number of 
common-sensical dicta, correcting mis- 
taken ideas about such concepts as 
bonus shares, reserves and capital em- 
ployed. But its guarded conclusion, 
that as a pointer to assist the contending 
parties in their negotiations, a wage 
increase should in its view be something 
in the region of one-third of the 15 per 
cent. claimed, appeared to derive not 
at all from the elaborate pros and cons 
of the debate before it, but to be simply 
its intuitive assessment of a reasonable 
compromise. A month after its report 
was signed, deadlock had been reached 
in the resumed negotiations, when the 
unions announced that they would not 
accept the 5 per cent. increase. 
Attention has fastened upon the sug- 
gestion made by the Court that an 
authoritative and impartial body should 
be charged with the task of considering 
the wider economic problems raised by 
Wage claims. It should advise on their 


implications for the course of prices, 
exports, and the well-being of the 
national economy. Some critics think 
the body would be supererogatory 
unless it laid down a “ national wages 
policy.” Rightly, in our view, they 
regard a national wages policy as some- 
thing fraught with difficulties and 
dangers. But it seems to us that expert 
and objective guidance on the econo- 
mics of wage increases could stop short 
of laying down a national policy. 


Recording Commissions 


In small businesses employing perhaps 
three or four travellers, representatives 
or agents, the recording of commissions 
is often needlessly worrying. At 
monthly or quarterly intervals time 
has to be spent making abstracts from 
sales records. . Representatives are 
irritated by not receiving prompt 
confirmation of their own figures, and, 
more important, by not receiving 
prompt payment. Minor discrepancies 
and disputes persist. The _ repre- 
sentative feels that his work is not 
properly rewarded by that essential 
sign of appreciation, the cheque for 
commission paid without delay. 

However, commission can be easily 
and currently recorded by a slight 
extension of the ordinary sales journal. 
For example, suppose a firm sells one 
item on which the salesman receives 
10 per cent. commission, and another 
on which 5 per cent. commission is 
allowed. The sales journal need only 
be extended by columns for the repre- 
sentatives’ names and for commission 
at 10 per cent. and 5 per cent. 

Details from these columns can then 
be posted either to a commission 
account in the nominal ledger, or, 
if preferred, to a commissions ledger. 
The commissions ledger has the advan- 
tage that it enables each representative’s 
account to be posted in detail, and is 
either open to his inspection, or can be 
easily and quickly copied and given 
to him for checking and comments. 
Total figures can then be posted to a 
commissions account in the regular 
books. 


Even with a considerable number 


of daily sales the posting of commis- 
sions from a sales journal to a commis- 
sions ledger takes very little time. If 


it is done daily, the manager of a small 
business has immediately available at 
any time an accurate record of what 
each of his representatives has achieved 
to that date, without taking a clerk 
from his regular duties to obtain what 
is wanted from past records. Any adjust- 
ments, as for goods returned, are easily 
made. A reference to the representa- 
tive responsible for obtaining the order 
or entitled to commission should, of 
course, appear on the copy invoice 
reaching the clerk who looks after the 
sales journal. There is little difficulty 
about this. 

The method outlined is readily 
adaptable to the particular needs of 
any small business where accounts 
are kept by hand and it easily fits in 
with carbon paper systems for sales 
accounting. 


Payments for Loss of Development 


Since the Town and Country Planning 
Act, 1953, abolished development 
charges and suspended disbursement of 
the £300 million compensation fund, 
the Treasurer’s alternative proposals 
have been eagerly awaited. Hopes that 
the eventual plans would simplify the 
original financial provisions are shat- 
tered by the New Town and Country 
Planning Bill (Her Majesty’s Stationery 
Office, 3s. net). This Bill, which is 
confined to the financial aspects of 
controlled planning, sets up an entirely 
new system of compensation for loss of 
development value in land. 

The basis of payment is to be the 
claims that were originally made to the 
Central Land Board under the Town 
and Country Planning Act, 1947. It 
will be recalled that landowners were 
invited to submit claims for payment 
from the £300 million fund, and 
although that limitation has gone and 
claims are to be accepted up to their 
full face value by the Central Land 
Board, a claimant is only to be eligible 
if he has already established a claim. 
That indeed is the prime test. Even 
though a potential claimant may have 
refrained from participation in the 
original scheme because he doubted 
the adequacy of the fund, he cannot 
now have “second thoughts” and 
endeavour to claim compensation from 
the new source of funds to be provided 
by Parliament. 

Under the Bill the holder of an 
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established claim will not necessarily 
be compensated. Payment of claims is 
to be made only as and when loss of 
development is sustained, or where an 
occasion for payment has already 
arisen. It would appear, for example, 
that a claim-holder who paid develop- 
ment charge before its abolition or who 
disposed of land at a price which did 
not reflect its development value will 
now have redress under the Bill. 

Claims of this nature, for losses 
already sustained under the Act of 
1947, will be dealt with by the Central 
Land Board and carry interest at 
34 per cent. per annum from July 1, 
1948. Claims arising from future events 
—such as the refusal of planning per- 
mission or the compulsory acquisition 
of land—will be handled by the Minis- 
ter of Housing and Local Government. 
They will still be limited to the amount 
of the original “‘ established claims,” 
although a supplement will be added 
in lieu of interest. 

Another important feature of the 
Bill is that claims for loss of develop- 
ment value are no longer to be transfer- 
able but are to follow the land. Thus 
it may well be that a claim will no 
longer benefit the person who originally 
made it, or who happens to hold it. It 
will accrue to the person who has the 
interest in the land to which it relates. 

The Bill is a long one: it has 73 
Clauses and 10 Schedules. Although it 
contains a number of very complicated 
provisions which will undoubtedly 
cause controversy during its passage 
through the House of Commons, it 
must at least be regarded as having 
implemented the Government’s promise 
to replace the £300 million central 
fund for the more workable system of 
compensation. 


Accounting Dynamics 


In his Research Lecture entitled 
Accounting Dynamics—I, delivered at 
Incorporated Accountants’ Hall on 
March 30, Professor F. Sewell Bray, 
the Stamp-Martin Professor of Account- 
ing, surveyed the general implications 
of change on accounting techniques as 
a branch of applied economics. 
Drawing largely wpon the economic 
literature, Professor Bray showed how 
** in recognising the concepts of income 
and capital as fundamental to the 
practice of accounting, we should also 
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see that there are possibilities in a 
‘marginal’ approach which studies 
changes in the make-up of periodic 
incomes, capital changes, and their 
likely interrelation, because it is by 
an understanding of these matters that 
delay may be averted and performance 
maintained.” In this first lecture 
Professor Bray was more concerned 
to argue the necessity for thus analysing 
and summarising “ sequential economic 
data” than he was to set up the 
accounting models which would per- 
form this task, though he provided a 
sub-account of the “capital charge 
account ” which would bring out, on 
the one side, how a company saved 
and of what elements its saving con- 
sisted, and, on the other side, for what 
asset formation it was responsible, and 
what kinds of assets it so created. There 
were, he said, a number of useful 
accounting relationships which owe 
their derivation to- this sectional 
account for saving and asset formation: 
For example, the rate of gross fixed 

asset investment (that is, fixed asset 
formation before deducting the deprecia- 
tion provision) can be expressed as a 
function of net output, and of operating 
income plus the depreciation provision. 
And again, the rate of net fixed asset 
investment (that is, fixed asset formation 
after deducting the depreciation pro- 
vision) can be expressed as a function of 
gross fixed asset investment and of 
operating income. A time series based on 
this kind of ratios should give an indica- 
tion of the rate of growth of the real fixed 
asset investment of an enterprise. 

This sub-account was concerned with 
what Professor Bray called the first 
class of changes, in accounting aggre- 
gates recording differences between 
the actual figures of two accounting 
periods. There was a second class, 
already familiar in cost accounting, 
which studied the variances between 
predetermined standards and actual 
figures. A third class was concerned 
with the differences between expected 
changes and realised changes. The 
main interest of accounting dynamics, 
he said, was with the first and third of 
these classes, especially the. third, 
“ because it fastens attention upon in- 
voluntary changes, for example, un- 
premeditated deviations from 
investment intentions.” It will be par- 
ticularly interesting to hear later what 
form of accounts the Professor devises 
for this third class. 


In this short note we have been ab 
to indicate only a few of the many idea 
put forward by Professor Bray in hi 
lecture, which we understand is to }y 
published in full in the issue of Accouy. 
ing Research for April. 


Shorter Notes 


Accountants and Personnel Policy 


The Industrial Welfare Society organised , 
conference last month for accountants and 
company secretaries, recognising that jn 
many companies they are responsible for 
guiding the personnel policy. Sir Godfrey H., 
Ince, Permanent Secretary of the Ministry 
of Labour and National Service gave ; 
paper on Industrial Relations and Human 
Relations and Mr. W. S. Risk, ©.A., B.com, 
F.C.W.A., gave one on The Accountant ir 
Industry. 


Coal Nationalisation Costs 


Under the Coal Industry Nationalisation 
(Payment of Costs) Regulations, 1954, 
(Statutory Instrument No. 181, price 2d. 
net, from Her Majesty’s Stationery Office) 
the Minister of Fuel and Power will pay 
costs incurred by claimants in the recording 
and valuation of certain assets transferred to 
the National Coal Board. This does not 
apply to costs of arbitration or of a review 
by a referee of a District Valuation Board’ 
decision. The amount payable by the 
Minister is based on a prescribed scale 
according to the value of the assets con 
cerned. 


Increased Salaries for Government 
Accountants 


The Civil Service Arbitration Tribunal has 
awarded increases in salary to Chief, Seniot 
and Professional Accountants in the govern 
ment service, numbering about 75° account: 
ants. The increases range from basic in 
creases of £75 a year for Professional 
Accountants to £120 a year for Chie! 
Accountants. 


Capital Expenditure of Hospitals 
In answer to a question in the House 
Commons on March 11, Mr. Iain Macleod 
said that he would not now require capital 
expenditure from other than Exchequet 
funds to count against capital allocations 
made to hospital boards. It would, however, 
still be necessary for proposed expenditure 
to be considered from the points of view 
of prospective cost to the Exchequer fot 
maintenance and of the effect on the hospital 
concerned and on the hospital service. 


FC 


324 1 


Bie ay 

ea 

aoe 

Nee - 

. 

me, 

ee 

eee? 
es 

iy - 

ae 

Leen ; 

ee ee 

ee n 

wees Mn 

eo nd 

5 ae to! 

ane 

ca “ 

2a isst 

ee So bee 

Date des 
cane esp 
te Lo 
ae the 

ay tales 

Gas Se - 

5 En 

sp 

rie the 

ay mal 

Ros, to 

tae 

eo had 

oe had 

Ma ligh 

ie, whi 

he desi 

He shot 

$e Cn 

as ence 
ee ting 

Arve, nati 

ae A 

8 Po om 
ea é cou! 

“ the | 
mat stati 

i of w 
gre able 
ey es = 

a A 

ie with 

Se . 

bf poin 

i” iS . 

3 diffi 

ys whe 

Gots . 

ee him 

ah: 

. then 
oy meat 
A sine 

= lems 

iii maki 

Aor thro 

ay 

eS - 

oh = 

ni 

Bech 
ae 

tae 5 
Ags mee , : 


n able 
’ ideas 
in his 
to be 
ccount. 


ACCOUNTANCY 


FORMERLY THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


ESTABLISHED 1889 


—_ 


The Annual Subscription to Accountancy is £1 15., which includes postage to 


all paris of the world. The price of a single copy is 25., postage extra. 
the Editor, 


communications to be addressed to 


All 
Incorporated Accountants’ Hall, 


Temple Place, Victoria Embankment, London, W.C.2. 


Domicile 


Tue PrivATE INTERNATIONAL Law Com- 
MITTEE, set up by the Lord Chancellor 
in 1952 to consider questions referred 
to it from time to time, has made its first 
report, as briefly noted in our last 
issue (page 86). The committee had 
been asked what amendments were 
desirable in the law of domicile, in view 
especially of decisions by the House of 
Lords in two cases in which, although 
the deceased had respectively spent the 
last 37 and 36 years of their lives in 
England, it was found impossible, in 
the absence of a proved intention to 
make their permanent homes here, 
to establish that English domicile 
had been acquired. The committee 
had also been asked whether, in the 
light of any alterations in the law 
which it recommended, it appeared 
desirable that the Government 
should become a party to the Draft 
Convention approved by the Confer- 
ence at the Hague in 1951, for regula- 
ting conflicts between the law of the 
nationality and the law of the domicile. 

As to the second question, in this 
country, in the other Commonwealth 
countries and also in the United States, 
the law governing questions of personal 
status and such matters as the validity 
of wills and intestacies affecting move- 
able property is that of the domicile, 
whereas in many Continental countries 
the law of the nationality is looked to, 
with the result that, as the committee 
points out, problems arise of extreme 
difficulty. One class of problem arises 
where a Judge finds that the case before 
him is governed by foreign law but has 
then to decide whether foreign law 
means the whole law including its rules 
of international law or merely its inter- 
nal law. In the Draft Convention no 
attempt is made to solve these prob- 
lems and it avoids most of them by 
making the internal law applicable 
throughout. The committee points out 
that hitherto there has been wide 


divergence between the meaning of 
* domicile *” here and on the Continent 
and, unless there was agreement, the 
Convention would not be fully effective 
but would give rise to new conflicts. 
By the fifth Article of the Convention 
the test was normally to be the place 
where the person “ habitually resides,” 
a definition acceptable to stay-at-home 
nations but very different from that of 
the English and Scottish law and quite 
unacceptable, as the committee points 
out, to British people who for centuries 
have gone out into the world in- 
tending to return and with no inten- 
tion of severing their connection with 
the British legal system and its under- 
lying ideas. The committee points out 
that the English and Scottish law, as 
now existing, has mainly developed 
from judicial decisions and is not 
statutory, its most marked feature being 
the importance of the “ domicile of 
origin ” acquired at birth. This can only 
be displaced by a “domicile of choice” 
where there is co-existence of both 
** residence ” and “ intention to remain 
permanently.” 

The changes in the law recom- 
mended by the committee would, it 
thinks, make it sufficiently similar to 
Continental law to enable the Conven- 
tion to be accepted with one minor 
amendment. The committee embodies 
its proposals in a draft “‘ Code of the 
Law of Domicile,” consisting of five 
Articles and containing thirteen para- 
graphs. The main changes suggested 
are as follows: 

1. A domicile of either kind shall con- 
tinue until another is acquired. (This 
would abolish the automatic revival of 
domicile of origin). 

2. The domicile of a person shall be in 
the country in which he has his home and 
intends to live permanently. (The word 
** home ”’ is preferred to “ residence,’’ which 
is ambiguous.) Unless a different intention 
appears, intention to live permanently is to 


be ascertained by three rules of presumption 
(These are, of course, rebuttable.) 

3. A married woman separated by 
Order of a Court is to be treated as a single 
woman. Otherwise her domicile is to be 
that of her husband. 

4. Modification of the rules relating to 
the domicile of infants with power to Courts 
to vary the domicile of an infant in the 
interests of the infant’s welfare. 

5. In the case of a lunatic the Courts of 
the country of his domicile to have power 
to approve a proposal for change made by 
the person or authority in charge of the 
lunatic. 

Liability to estate duty is determined 
largely by domicile. Immovable 
property situate abroad is exempt from 
estate duty unless it passes as the 
subject matter of a British trust. Other 
property is prima facie liable to estate 
duty unless the “proper law” (the 
law which the parties are presumed 
to intend should interpret and govern 
the disposition and the rights and 
obligations intended to flow from it) 
is the law neither of England nor of 
Scotland and (a) the deceased did not 
die domiciled in Great Britain or (d) 
the property situated out of Great 
Britain passed under a disposition 
made by, or at the expense of, a person 
domiciled out of the country. There are 
certain special provisions in the treaties 
for avoiding double taxation: all pro- 
perty situate in Great Britain is liable 
to estate duty, irrespective of the 
domicile of the deceased, subject to 
any provisions in the treaties. Certain 
Government securities are exempt 
where the securities are in the beneficial 
ownership of persons neither domiciled 
nor ordinarily resident in the United 
Kingdom. Domicile affects the basis 
of assessment to income tax under Cases 
IV and V of Schedule D in that a person 
not domiciled in this country but 
becoming technically resident is assessed 
only on the basis of the remittances 
to this country and not on the income 
arising. By Section 132 of the Income 
Tax Act, 1952, for income tax purposes 
the question of domicile is a matter 
to be settled by appeal to the General 
or Special Commissioners. Section 412 
of the same Act, on avoidance of 


‘income tax by transactions resulting 


in the transfer of income to persons 
abroad, aims to prevent income being 
payable to persons resident or domiciled 
out of the United Kingdom. All these 
taxation provisions would be affected 
by the committee’s proposals. 
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Farming Efficiency 


In Agriculture, THE JOURNAL OF THE MINISTRY OF AGRICULTURE, 
an astonishingly interesting and readable magazine for an 
official production, there have appeared a series of articles 
on “ Measuring Business Efficiency on the Farm.” 

The second article which appeared in the issue for Febru- 
ary last opened with the undernoted old-fashioned statement 
of “ the main purpose of a business.” 

The main purpose of a business is to provide the best possible 
income for those to whom it belongs from the resources available 
to them in the form of capital, skill and, in the case of the 
farmer, land. The term “ business efficiency,” as applied to 
farming, can therefore be taken to mean the effectiveness with 
which the farmer achieves this objective. Clearly then, the best 
general measure of the business efficiency of a farm is profit. 


The author was Mr. C. H. Blagburn, B.sc., of the Depart- 
ment of Agricultural Economics, Reading University. 

Mr. Blagburn then proceeded to discuss various systems 
for testing efficiency but, in the end, emphasised the great 
difficulties. In many matters, it is probably impossible to 
evolve any general system of testing efficiency because of the 
variations in the’ standard of the land itself. 

It has always appeared to the writer that the valuable 
work and reports of the Agricultural Colleges are of limited 
value, as measures of efficiency, when the statistics relate to 
average figures obtained from 20, 40, 60 or more farms. It 
is probable that much more valuable information can be 
obtained from consideration and publication of figures, 
statistics and percentages based on the results of one typical 
farm, run by a man who is recognised as a reasonably well- 
informed and efficient farmer. 

Examples of valuable information can be found in the 
articles, relating to his own farm of Kingston, North 
Berwick, East Lothian, published by Mr. J. A. Stodart in 
Farming News; and in the published results of pig breeding 
by the Glasgow and West of Scotland College of Agriculture 
in relation to its herd of 30 to 35 sows. 

Mr. Stodart’s figures do not seem to have been published 
lately and the Glasgow College figures seem to have been 
given a belated publicity. One has the feeling that the 
figures are perhaps not very welcome to the farming 
community because they are too good; they show great 
prosperity and efficiency. One hears that it is said at mar- 
kets: “If he is making these profits, he should keep his 
mouth shut.” 

Good examples of general or average statistics were those 
published by Cambridge University, which were based on 
the results of some 60 pig-breeders. The percentage of 
food-cost to gross output was a valuable figure; gross output 
being simply sales and stock at end (aggregate), less 
purchases plus stock at beginning (aggregate). That per- 
centage was made even more valuable because the addi- 
tional percentage was given for the best five farms. 

In the case of the Glasgow College figures, the amazing 
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figure of £110 per sow was shown as net profit, after 
charging every conceivable overhead expense. 

It has sometimes occurred to the writer that the Agri- 
cultural Colleges must struggle very much for their informa. 
tion, which could be very easily supplied by practising 
accountants, with the permission and approval of clients, 

The writer has amused himself for some five or six years 
in testing the efficiency of a pig-breeding client with 100 
sows and he takes this opportunity of expressing the valuable 
help given to him by the publication of Glasgow College 
and Cambridge statistics. In the case of the Glasgow figures, 
swill-feeding complicates the situation, but it is possible to 
convert the costs to the equivalent meal-feeding. 

He has evolved a few tests of efficiency and these are so 
simple that no pig-breeder can be allowed to plead inability 
of understanding. These are: 


Percentage of feeding-costs to gross output; 
Litters per sow per annum; 

Average number per litter; 

Average number per litter, weaned. 


There are a few other simple tests, such as: 

Average price per pig sold (in classes); 
Average age per pig sold (in classes). 

All these statistics and tests have been carried out by 
means of a simple monthly cash sheet (on one foolscap 
sheet) from the farmer, with vouchers and odd bits of 
information noted on the cash sheet. The accounting work, 
namely, writing up a ledger, involves the expenditure of 
two hours per month and this includes all operations in a 
250 acre farm. The simplicity with which results can be 
obtained is amazing but understandable when all moneys 
are paid into bank and all payments made by cheque. 

The statistical information can be produced quarterly 
within a few days of the end of each quarter. The only 
additional information required each quarter is a valuation 
of livestock and of feeding stuffs. The livestock valuation 
is consistent, and in the modern premises, now commonly 
in use, a count of pigs, according to age or other character- 
istics, is a matter of minutes. 

Here then, we have, in one branch of farming, a simple 
measure of efficiency. There are dozens of other simple 
measures that can be applied without any great need for 
accounting ability or clerical work. 

It would be valuable to have standards of efficiency, 
with which individual farmers could compare result, 
but probably the comparison of results over a number 0! 
years on the same farm would be just as valuable. Suggested 
measures are required and in that respect farmers, themselves 
could make suggestions. 

In most small-scale businesses—and farms up to 4% 
acres come into that category—there are certain reco 
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on jobs and a watchful eye is kept on the amount of over- 
heads, possibly every three or six months. 

And so, for the present, the writer leaves it; it looks like a 
job for the Economics Departments of the Agricultural 


measur’ > of efficiency and profitability, but in agriculture 
these seem to be lacking. This probably arises from the long 
years cf poor book-keeping and recording by farmers. 
There is simply no excuse for that. In this connection, in at 


least one Agricultural College known to the writer, the Colleges, in co-operation with practising accountants and 
teaching of book-keeping is based on entirely wrong concep- some accounting-minded farmers (and there are some). 
tions of what is required and desirable. Exaggerating a little perhaps, the writer suggests that there 
If one considers the book-keeping in a workshop, is some truth in the criticism that farming is one of the most 
after employing eight to ten people, or a garage, with a workshop, inefficient businesses in the country. If increased output 
hiring, sales, and so on—and these places are comparable is entirely due to increased efficiency, the standard of 
Agrie f° ay farm up to 400 acres—one is struck at once by the efficiency must have been poor in 1939; if the explana- 
acceptance by factory and garage proprietors that proper tion of the increased output lies elsewhere, farmers can 
rl books must be kept. hardly claim all the credit; some credit must be given to 
ry In a small factory, no manager or proprietor would the scientists, manure manufacturers, machine makers, 
-’ i contest the necessity for at least classifying wages each week inventors and the like. 
yeas FF into direct and indirect wages. In actual fact, by that mere In their accounting and statistical records, it can be said 
| 100 FF assification and accumulation from week to week in without fear of contradiction, farmers are as inefficient as 
lable totals, it is possible by simple scrutiny and comparison with ever, and the small shopkeeper, often conducting as 
ms records for previous years to determine at a glance how small a business as a large percentage of farmers, would be 
“res, Bt such a business is progressing throughout the year, provided ashamed to keep records as poor as those of the majority 
nie arecord is made to show the extent of recovery of overheads of farmers. 
re so 
bility 
Machines and Auditors 
ut by 
Iscap 
its of 
“on By V. S. HOCKLEY, 8.com., c.A., A.A.C.C.A. 
re of ; 
ina 
in be i Tue PRIMARY OBJECTIVE OF AN AUDIT vention of error and fraud. Where recorded: if the entries are controlled 
neys Mis that by examination of the books there is error or fraud, the accounts and rightly directed from the points of 
and the vouchers of a concern, the cannot be said to be true and fair, inception, then their ultimate destina- 
erly auditor shall be enabled to appraise and if either’ has occurred it must be tion must be correctly reached. Hence 
only the truthfulness and fairness of the detected. This detection entailed—and the auditor is obliged to test the book- 
ation #@ financial statements submitted. often still entails—much detailed check- keeping records, the vouchers and 
ation ©The arithmetical accuracy of trans- ing of the book entries, checking which h inal id . ish 
only [M actions that have occurred, the evidence _ takes place after the event. But a far o er corronorative evaience 64 ontey 
: mG . . f that the system of internal 
tel’ Hof them and the authority for them, more effective and important method himsel . ngs : 
lave to be examined. The assets and of detection and prevention is the control is functioning properly and is 
mple J labilities have to be verified to see that maintenance and operation of a proper adequate to the circumstances of the 
mple MM they actually exist, that they are system of internal check, which is concern. “ The soundness of the system 
d for Ji correctly valued and that they properly much quicker and cheaper than the of internal check and the manner in 
belong to or are due by the concern. laborious testing and checking still so which it is carried out are matters of 
ency, i And the Companies Act of 1948 further often performed. fundamental importance to the statu- 
sults, HJ "quires the auditor to state whether in It is in the realm of internal check tory auditor.” (Notes on the Relation of 
er of HM tis opinion proper books and records and control that mechanised methods the Internal Audit to the Statutory Audit, 
ested MJ lave been kept: without such books most assist the auditor. If he satisfies issued by the Institute of Chartered 
elves; HM ad records, he cannot possibly achieve himself that the internal checks and Accountants in England and Wales, 
lis main objective. controls are working properly, then August, 1953.) 
» 400 There arealso the subsidiary objectives the transactions which are the subject Logically, therefore, when the ac- 
nised J" the audit—the detection and pre- of control must of necessity be correctly counting system is mechanised the 
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auditor has to proceed on lines similar 
to these: 

(1) The examination of the system of 
internal check in operation. In some 
cases a written statement about the 
system might be sufficient; in others 
a questionnaire should be submitted 
to the management asking for answers 
to specific questions; 

(2) The testing of the functioning of 
the system to see how satisfactory is 
the control actually in force; 

(3) The examination of the system of 
mechanisation in force and for what 
type of records the machines are being 
used; 

(4) The testing of the operation of 
the mechanised system to see that all 
sources of original entry are properly 
covered by the mechanical processes. 

These steps, if followed efficiently 
and conscientiously, will put the 
auditor in possession of the facts and 
circumstances on which he can proceed 
to the verification of the figures 
making up the balance sheet and 
accounts of the business. 

What is the legal position of the 
auditor when the accounting system is 
mechanised? He has a duty to be 
skilful, in accordance with the general 
legal principle that an agent in so far 
as his duties are concerned must act 
with reasonable care and skill. He 
must accordingly understand the prin- 
ciples of mechanisation and in view of 
the importance of fraud and error, to 
which previous reference has been 
made, he must appreciate how mech- 
anisation renders fraud and error more 
easily detectable. If the appropriate 
machines are being used it may, in fact, 
permit far fewer possibilities of fraud. 

There is another matter of legal 
interest. Section 436 of the Companies 
Act of 1948 states: ‘‘ Where any register, 
index, minute-book or book of account 
is not kept by making entries in a 
bound book, but by some other means, 
adequate precaution shall be taken for 
guarding against falsification and facili- 
tating its discovery. In the case of 
default, the company and any officer 
in the company who is in default shall 
be liable to a fine.” The Cohen 
Committee suggested that loose-leaf 
records would comply with company 
legislation provided reasonable pre- 
cautions were taken against their 
misuse. 

In mechanised systems loose-leaf 
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records and special stationery are used 
and, therefore, the ordinary but essen- 
tial safeguards should be adopted, in 
order to comply with the prescription 
of taking “‘ adequate precautions against 
falsification.” All sheets should be 
numbered and kept under the control 
of a responsible official. Further, the 
bindings in which the loose-leaves are 
kept should be securely locked and the 
keys kept in the charge of responsible 
persons. If cards are kept in drawers 
there should be adequate locking 
devices. 

Armed with knowledge of his legal 
position, the auditor should proceed 
in the way previously outlined and 
now elaborated. 


(1) The system of internal check, 
that is, the day-to-day checking, has 
to be examined in detail to ensure 
that it operates so that fraud and error 
are more easily detected and prevented. 
There should be a proper allocation of 
duties among the various employees, 
so that not too many tasks are per- 
formed by any one person. Employees 
handling cash or goods should not be 
allowed access to the ledgers, and from 
time to time there should be a judicious 
change of clerks from one ledger to 
another. 

Pertinent factors in connection with 
internal check are: 


(a) The method of dealing with remit- 
tances received; 

(6) The banking of receipts—whether 
daily and intact and whether by someone 
other than the cashier; 

(c) The issue of receipts for remittances 
received; 

(d) The signing of cheques and the 
authority for signing; 

(e) The posting of the cash book entries 
to the various ledgers; 

(f) The frequency of the reconciliation of 
the cash and bank pass-books; 

(g) The control of petty cash and the 
authority required for payment; 

(hk) The type of original records, for 
example, time-cards, from which wages are 
calculated; 

(i) The calculation of gross and net 
wages; , 

(j) The method of wage payment and its 
supervision; 

(k) The ordering of goods and supplies 
and the authority required; 

(1) The checking of the invoices with 
goods inwards records; 

(m) The authority for the issue of goods 
outwards notes; and the preparation of the 
relative sales invoices; 


(n) The authority and trea ment gf 
credit and returns notes; and 

(e) The records concerning the receipt 
and issue of raw materials and finisled goods 

It is not suggested that all thes 
factors are of equal importance in qlj 
circumstances. Not only will some of 
them vary in significance within a given 
organisation, but with changing cop. 
ditions certain of the answers to the 
questions implicit in ascertaining the 
extent of the internal control in opera. 
tion may vary from time to time, and 
the auditor’s notes dealing with this 
first step may need periodically to be 
brought up-to-date. 


(2) The next step is to test the 
functioning of the system of internal 
check and control. It will be apprecia- 
ted that the audit programme will 
be built up so as to include and incor. 
porate the factors making up the 
structure of the internal check, and 
an elementary precaution that every 
auditor should take is to see that the 
programme is not followed slavishly 
without regard to changing conditions. 
In the Irish Woollen Company case in 1900 
the learned Judge stated that, inter alia, 
the auditor and his assistants were not 
free from blame “for the mechanical 
way the audit was carried out.” On 
the occasion of each audit, tests should 
be made of sectors of the internal 
check to see that reliance may be 
placed upon it. All sources of prime 
entry should be covered. 


(3) This step is closely connected 
with the previous one and sometime 
both may be dealt with simultaneously. 
A written account should be obtained 
about what the machines are doing, 
the routine that the machine operators 
are following and the tie-up with ledger 
control accounts. There must be law 
and order in the sphere of the operator's 
activities and duties. All documents 
that are to make use of the machine 
should be properly controlled and 
authorised and the system must be 
orderly and in logical sequence. 


(4) If he is satisfied, the auditor 
should test the working of the system, 
the details and structure of which he 
has investigated, to see that prope 
authority is being given to all the 
originating entries. 

The relationship with the Interd 
Audit Department (if any) should be 
borne in mind. It must be remembe 
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that internal auditing is part of the 
whole system of internal control and 
consists in examining and reviewing 
the operations of the business. The 
internal auditor is answerable to the 
accountant or directors of the company, 
whereas the “outside” auditor is 
often governed by statutory regulations. 
If the internal audit is efficient, the 
independent auditor can rely to a 
large extent on the system, making 
test-checks of routine matters. But he 
should not set his face against examining 
any particular section of the work, 
simply because the internal auditor has 
already done so. In fact, the indepen- 
dent auditor should examine the scope 
of the internal audit and its routine on 
the occasion of each audit, and any 
weaknesses should be investigated. “ It 
is for the statutory auditor to decide 
whether and to what extent consistently 
with his statutory responsibilities he can 
rely on the work of the internal auditor 
in order to reduce the extent of his own 
examination of detail.”’ (Notes on the 
Relation of the Internal Audit to the Statutory 
Audit.) 

That mechanised systems have ad- 
vantages over hand-written, none can 
deny. With machine postings it is 
much easier to keep up-to-date; state- 
ments to debtors can be sent out 
immediately after the month-end, thus 
facilitating quicker collection and so 
lessening the risk of bad debts. A balance 
is struck after each posting and there- 
fore the current position is seen at a 
glance. Control accounts are built up 
without any additional trouble, as all 
postings to individual accounts are 
being accumulated by the machine, 
giving an automatic total for control 
account purposes. There is greater 
accuracy: for example, the sales day 
book, the ledger account and the 
monthly statements are recorded at 
one and the same time, saving time 
and avoiding error. The records are 
themselves improved as the characters 
and figures are easy to read and are 
generally neater and more legible. 
Abbreviated descriptions can be used. 
There may even be a saving in the cost 
ifstationery. Nevertheless, mechanisa- 
ton ls not always suitable; in general, 
8 success depends on the number of 
‘milar transactions that require enter- 
ng. Where there are few entries of 
iniform type, there is little scope and 


need for mechanisation. Again, mach- 
ines are sometimes used for tasks 
for which they are not properly 
suited or where their use is not neces- 
sarily an economy as compared with 
written methods. 

The auditor should, as previously 
mentioned, ascertain what system of 
mechanisation is in force and what the 
machines are doing. For the most 
part, machines will be concerned with 
ledger postings. In the case of the 
sales ledger, copy invoices are used 
as the media for posting debits and 
the day book, ledger, and statement 
records are made simultaneously. The 
control account is also posted when the 
totals have been agreed. Credit items 
are posted in much the same way as 
debits. As regards the purchase ledger, 
when the invoices have been checked, 
there is made a simultaneous entry on 
the ledger card and the purchases 
posting summary (really the day book), 
and sometimes a remittance advice is 
also prepared. As for debits, there is a 
payment sheet which is really the 
credit side of the cash book. This is 
recorded simultaneously with the 
making out of the actual cheque and 
at the same operation the personal 
ledger account is posted. The total 
payments and discounts are accumu- 
lated in the machine until wanted for 


agreement purposes; and the saving in ° 


time and the influence on the sound- 
ness of the system of internal checking 
operation should be well noted. 

However elaborate the machine, it 
can and must be made to serve the 
purpose intended. The auditor must 
remember one salient feature: namely, 
that the actual mechanical devices 
should not be exaggerated at the 
expense of the principles on which his 
audit is based. ‘“‘As long as the 
evidential matter consisting of such 
underlying documents as invoice, sales, 
slip, cheque, clock-card, etc., are 
available, and as long as the end results 
can be checked against the initial 
documents, the auditor should not have 
to care too much about the inter- 
mediate steps performed by the 
machine.” (‘‘ The High-Speed Com- 
puter and the Field of Accounting ”— 
A. Matz—Accounting Research, Volume 
2, page 341). Nevertheless, the auditor 
should be acquainted with the actual 
steps in the production of the end 
figures—and should be prepared to 
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have the operation repeated for audit 
purposes. 

There are some very important 
principles in connection with mechan- 
isation. One is based on the fact that 
it is essential for basic documents to 
be correct and complete. Internal 
check should take care that only 
correct and authorised documents reach 
the operator. Mechanical methods are 
not only more accurate but the auditor 
wants proof of their accuracy—and 
proof is afforded when the sum to be 
proved is compared with the result 
obtained independently from the same 
sources as those from which the 
original sum was derived. A popular 
method in practice is that of preparing 
pre-lists or post-lists. In either case 
the basic documents are added on an 
adding /listing machine which provides 
a total. In due course the total posted 
by the machine on the proof sheet will 
be compared with this list total, and 
thus there is a safeguard in that there 
is proof that all the basic documents 
were posted; none omitted or dupli- 
cated. Further, any mechanical error 
in the adding or posting machine 
would be brought to light. Compen- 
sating errors would not be revealed; 
neither is there proof that the correct 
accounts have been posted. 

Another important principle affecting 
the auditor is that mechanised pro- 
cedures involve bringing forward the 
opening balance on each account, 
adding or subtracting the new trans- 
actions, and then automatically com- 
puting the new balance. It is necessary 
to prove that the new balance is 
correct and therefore that the old 
balance was correctly picked up. There 
are many types of proof in use; one, 
known as “ direct cipher proof,” proves 
the accuracy of each line of posting. 
Another, known as “ batch-proof,” 
proves the accuracy of all postings to 
documents affected by a batch of 
posting media. 

It is also possible to check that the 
correct accounts have been posted, by 
pre-listing the folios of the ledger 
accounts marked on the posting media, 
and obtaining the total. When the posting 
is completed, the folios of the accounts 
worked upon may be listed and the 
totals agreed with the pre-list. There 
are other methods in practice, including 
visual and check total proofs. 
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The foregoing are examples of some 
of the directions towards which the 
auditor should direct his enquiries in 
ascertaining the mechanisation in force, 
what it is doing or supposed to be 
doing. He must then test its operation, 
concerning himself principally with 
the originating documents and the final 
entries. Taking the sales ledger as an 
example, the auditor would first con- 
sider the question of internal check 
with particular reference to the author- 
ity for the issue of invoices and credit 
notes, the receiving of remittances 
and the giving of receipts therefor. 
The access to the ledgers and unused 
ledger cards should also be examined. 
He should see whether posting media 
are pre-listed before being passed on 
to the machine operator and it will 
help if such media are “ batched” or 
filed in a readily accessible manner; he 
should then select a few ledger accounts 
at random and vouch all the entries 
thereon with the original posting media, 
checking the arithmetical accuracy 
and make-up of the balances. In this 
way, the departure from the orthodox 
method of entry into the day book, 
cash book and thence to the ledger is 
watched, and the final result is ex- 
amined as if no such departure had 
occurred. Another important point: 
“The control system must generally 
be independent and not merely serve 
to prove the machine against itself.” 
(Mechanised Accounting and the Auditor, 
issued by the Institute of Chartered 
Accountants, 1949.) In other words, 
there must be some form of control 
independent of the machine itself. 
Hence the auditor should select some 
of the posting sheets and check the 
corresponding entries in the ledger. 
It is true that both entries were 
made simultaneously, but the test is 
important, for it may lead to the 
detection of any adjustment in the 
ledger entries which may not have 
been carried to the control account. 
The auditor will then proceed as in 
other audits, for example, investigating 
“dead” accounts and the amounts 
written off; checking the closing 
balances and the lists of doubtful and 
bad debts; “making up” the ledger 
balances and noting any debits for 
returnable packages, goods on sale or 
return, and so on. 

It is thus possible for the auditor to 
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find in mechanisation a useful and 
welcome aid, provided he bears in 
mind the objective of his audit and 
appreciates that although the means of 
recording are changed the ultimate 
records are no different in principle 
from ‘the ordinary case. The sources 
of the records and the final results are 
fundamental and he should exercise his 
skill and judgment where it is most 
needed, such as, on matters of valuation 
and depreciation. 

There are a number of disadvantages 
and difficulties that mechanisation 
puts in the auditor’s way. The “ slip ” 
system is used very often owing to the 
absence of primary book records. 
This system necessitates a great degree 
of efficiency in filing; and if the 
original document is wanted for a 
number of purposes the ultimate filing 
will not correspond to the “ book- 
keeping plant.” There should then 
be attached to the ultimate file of each 
batch of primary documents, particu- 
lars which have gone into the accounts 
from the documents in the batch. There 
should also be a good system of cross- 
referencing and this would make it easy 
to identify documents which support 
the records concerned. Another diffi- 
culty may arise if machine registers are 
not cleared before use: incorrect sums 
will be produced, but completely 
independent checking will help to 
reveal this. Register “ clearances ” 
should be printed before each series of 
postings. Again, there is the correction 
of errors which, if left to operators, may 
lead to difficulties. There should be a 
routine laid down for the correction of 
errors and the responsibility for correc- 
ting them should be in the hands of 
someone in authority. 

A very important drawback of 
mechanisation is that, almost always, 
the originating document is not pre- 
pared mechanicaily. ‘The majority 
of underlying documents originate in 
long hand . . . a job ticket prepared by 
the workman in the factory or a sales 
slip prepared by a salesman in a 
department store are good examples of 
such documents which defy mechanisa- 
tion.” ‘“ The High-Speed Computer 
and the Field of Accounting,” Accounting 
Research, Volume 2, page 338.) 

Punched card accounting presents 
special problems for the auditor who is 
examining the adequacy of the internal 


control and the manner in which the 
machines operate. Original documents 
have to be approved before handj 
over to the operator. It will be difficy} 
to vouch from original records until the 
“holes” are translated back int 
words and figures. The auditor should 
request that some of the cards be r. 
punched in order to see the beginning 
and end of the transactions. 

The smaller business will usually be 
much less mechanised but the internal 
check will still require investigation, 
although the proprietors will probably 
be in more intimate contact with 
detail. 

The following conclusions may be 
drawn: 

(1) To the auditor mechanisation is 
a change in method and not in objec- 
tive or principle; 

(2) The objectives are, primarily, 
the forming of an opinion on whether 
the records are true and fair, and 
secondarily, the detection and prever- 
tion of fraud and error; 

(3) It is sufficient if the originating 
records and the ultimate results ar 
correct; the intermediate stages being 
matters of mechanical detail rather 
than auditing principle and practice; 

(4) The existence and satisfactory 
operation of a proper system of internal 
check will ensure that primary records 
and documents are in order and 
consequently their final expressions 
will be in order; 

(5) The auditor still has to verify 
the assets and liabilities and to see that 
such matters as depreciation, valuation 
of stock, the legality of dividend pay- 
ments are properly and legally dealt 
with. His statutory and common law 
liabilities will remain. He mus¢ act 
with skill and care. 

(6) An efficient and sometimes com 
plicated system of filing of original 
documents may be required in order 
that any amount can be checked for 
audit purposes line by line and batch 
by batch. 

(7) The auditor must not allow the 
“ mysteries of mechanisation ” to out 
weigh and displace the “ conscious 
ness of control.” 

(8) The auditor should acquaitt 
himself with the main types of machin 
in use and the principles of thet 
operation. Ample facilities are off 
by machine manufacturers. 
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Transport Organisation 


THE VARIETY OF DUTIES A LOCAL 
authority undertakes, and the area it 
covers, produce considerable demands 
for internal road transport services; 
in the course of time most authorities 
have built up road vehicle fleets, some- 
times of considerable proportions. Un- 
doubtedly, many of these fleets are 
well operated, but because internal 
transport is a subsidiary activity rather 
than one of the main functions of local 
authorities, there is always a risk of 
divided responsibility leading to waste 
and inefficiency, or of the transport 
service being regarded as “‘ nobody’s 
child,” so that control is weak and 
efficiency is low. 

The varying circumstances of local 
authorities are such that there can be 
no single “ best way” of providing 
internal transport. Where, however, 
there is a group of authorities with 
broadly similar local conditions and 
functions, some benefit is bound to 
accrue from a critical examination of 
their differing methods and from an 
attempt to establish reasonable stand- 
ards of performance and efficiency. 
This task the Metropolitan Boroughs’ 
(Organisation and Methods) Commit- 
tee undertook for its member authorities 
and its report entitled Transport Organisa- 
tion has now been published. (Transport 
Organisation (Metropolitan Boroughs’ 
(Organisation and Methods) Com- 
mittee, Westminster City Hall, London, 
W.C.2. Price £1 net)). 

The report is essentially a specialised 
document provided for a particular 
group of local authorities and in 
relation to a particular activity, but 
the problems dealt with in the report 
are by no means confined to local 
authorities. They are, in fact, very 
much the same as those considered in 
the recent publication on Transport 
Costing issued jointly by the Institute 
of Cost and Works Accountants and 
the Institute of Municipal Treasurers 
and Accountants (reviewed in ACcOUN- 
Tancy for December, 1953, page 379) 
and the two publications make useful 
complementary reading. 


[CoNnTRIBUTED] 


The report is a substantial document 
running to some forty closely printed 
foolscap pages. It examines very fully 
the internal transport arrangements 
of the boroughs concerned and deals 
with general organisation, garaging 
and depot arrangements, maintenance, 
the operational use of vehicles (includ- 
ing staff cars), costing and cost control, 
records and stores. 

It is hardly possible to comment on 
the recommendations in detail without 
knowledge of the local circumstances 
of the various authorities. Some of 
the recommendations suggest that even 
the obvious may have hitherto escaped 
the eye of those people who are engaged 
on the day-to-day running of internal 
transport services. Viewed as a whole 
the recommendations seem so sensible 
that there ought to be little argument 
about their adoption and little doubt 
that they will lead to increased efficiency 
and lower costs. Even where, as for 
garaging, some modest capital expendi- 
ture is suggested, the expenditure 
seems of the kind which ought to be 
incurred and which ought to pay 
dividends in the form of reduced costs. 

In discussing vehicle maintenance 
the report sets out suggested staff 
establishments for varying sizes of 
fleets and on varying assumptions 
about the extent of maintenance work 
the authority undertakes for itself. 
It is perhaps open to question whether 
the smaller authorities, at any rate, 
would not be well advised to confine 
their own maintenance work to day- 
to-day items such as washing and 
lubricating, leaving more extensive 
maintenance work to be carried out 
under contract. With the varied types of 
vehicle many authorities must possess, 
it is difficult to think that they can 
easily provide the expert knowledge 
and services needed for the effective 
maintenance of all of the vehicles in 
the fleet at reasonable cost. The tables 
in the section of the report on cost 
control and those of stores, stocks and 
turnover tend to reinforce this view. 


Records receive, perhaps, less atten- 
tion than might have been expected. 
An internal transport service readily 
lends itself to the accumulation of 
elaborate records of doubtful value 
and there is probably scope for the 
pruning of records of most providers of 
domestic transport. 

A perusal of the report prompts the 
thought that an advantage might be 
gained from some measure of pooling 
of vehicles or, at any rate, of general 
purpose vehicles (and, perhaps, staff 
cars) between several adjacent authori- 
ties. Where, as in the metropolitan 
area of London, the distances to be 
covered are not large, a central trans- 
port depot ought to be able to provide 
for the needs of several authorities 
without difficulty and with economy in 
both maintenance and operating costs. 
Such a scheme would, of course, mean 
that individual authorities would lose 
direct control of some activities carried 
out by them, or on their behalf. 
Nevertheless an experiment on these 
lines might be worth trying. 

It is abundantly clear that the 
report must have involved a great deal 
of patient investigation and careful 
thought, and the Committee is to 
be congratulated on the comprehensive 
document which it has produced. It 
is to be hoped that the authorities 
concerned will have studied and applied 
the recommendations wherever appro- 
priate. 

Twenty metropolitan boroughs in 
the London area co-operated in the 
work of the Committee, which pro- 
vides this Organisation and Methods 
service. It is a service which it would 
be very difficult for any single one of 
the authorities to arrange for itself. 
The present report shows that the 
Committee is doing valuable work and 
the fact that it has been established, 
and operates satisfactorily, suggests 
that there may be further scope for 
this kind of “ common service ” in the 
local authority field. : 
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The O. & M. Report on 
Coventry 


[ConTRIBUTED] 


IN OUR LAST ISSUE (PAGES 91-93), Dr. 
A. H. Marshall, the City Treasurer of 
Coventry, wrote about the introduction of 
electronic accounting into his department. 
The City Council decided on this course 
only after their own ideas on the subject 
had been confirmed in a report by the 
Organisation and Methods (O. & M.) 
Division of H.M. Treasury. This report 
(see Accountancy for November, 1953, 
page 346) was upon the system of financial 
control and accounting in the offices of the 
Council and was one of the results of a 
comprehensive investigation by O. & M. 
into the administration there. 

The Coventry City Council have now 
published a report by their Policy Advisory 
Committee describing the conduct of the 
investigation, discussing the future of 
O. & M. work in the City offices, containing 
extensive summaries of those O. & M. 
reports which dealt with financial control 
and accounting, the establishment function 
and the organisation of the Corporation 
as a whole, and giving the decisions of 
the Council upon these reports. The 
O. & M. reports on individual departments 
of the Corporation (other than the Finance 
Department), and on certain common ser- 
vices, are to be dealt with in a further report 
to be published later by the Council. 

The investigation was concerned with 
administrative methods, and not with the 
execution of the many services of the 
Council. Thus, when O. & M. suggest 
that their review might offer a 10 per cent. 
economy, the percentage relates to the 
administrative overheads of the Council 
which, as the Policy Advisory Committee 
comment, themselves represent no more 
than 7 per cent. of the Council’s total 
revenue expenditure. Whilst the Council 
welcome the possibility of substantial savings 
—though they do not necessarily accept 
O. & M’s estimate of £50,000 a year—they 
are at pains to point out that many of the 
economies will take time to mature. Further, 
many of the improvements now advocated 
were already contemplated or even in the 
course of introduction when the review 
started. 

However, the Council does not minimise 
the importance or value of O. & M. On 
the contrary, they intend to appoint to the 
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staff of the Chief Administrative Officer a 
Methods Officer who, as O. & M. recom- 
mend, should be available for advising 
departments on procedures, systems and 
forms, and for setting up standards of 
output against which effective employment 
of clerks and junior administrative staff 
could be judged. With the need for other 
major reviews in mind, the City Council 
has also asked the Association of Municipal 
Corporations to consider what steps could be 
taken to develop an O. & M. service within 
local government. 


Financial Control and Accounting 


Municipal accountants—and other account- 
ants, too—will be gratified that O. & 
M. abundantly confirms the essentiality 
of financial control. ‘‘ The report,” says the 
Committee, “‘ confirms the general lines 
of the Council’s financial organisation, 
in particular the duties of the finance 
committee, the budgetary system, the func- 
tions of the City Treasurer and the centrali- 
sation of accountancy and costing, collection, 
assessments, and salaries and wages work.” 

The views of the O. & M. team on the 
financial organisation of a local authority 
are of great interest: 


1. That individual departments should have 
the primary responsibility for the control 
of expenditure and domestic income within 
the broad policy directions laid down by the 
Council; and any centralised arrangements 
should in no way weaken this essential control. 
2. That the City Treasurer’s Department 
should have the threefold responsibilities: (a) 
as the servant of the Finance Committee, to 
maintain a general oversight of the finances 
of the Corporation in order to advise on 
financial policy; to stimulate effective depart- 
mental activities by laying down standards 
and by training; and to maintain a planned 
audit of all accounting work; (5) as the financial 
advisers of spending Committees, to render 
independent and expert advice on financial 
matters affecting their services and to submit 
regular reports on their financial position; 
(c) as the agent of the departments, to provide 
a centralised service on accounting processes 
where such service can be shown to be of 
overall benefit to the Corporation. 

O. & M. make several suggestions, all 
of which have been adopted by the Finance 
Committee, to strengthen the financial 
organisation. The primary responsibility of 


heads of departments for the control of ex. 
penditure and commitments in accordange 
with the Council’s budget is to be clarified 
To this end each department is to appoint 
a senior officer as Finance Offcer and 
finance staffs in executive department 
are to be trained by the City Treasurer, 
who will issue an Accounting Manual prescrip. 
ing all departmental accounting procedures, 
Much detailed checking and coding work, 
now done by the City Treasurer, wil 
consequently be transferred to the executive 
departments, over whom the ‘Treasurer 
will exercise control by means of a strength. 
ened audit section, reporting annually 
to the various committees of the Council, 

The importance of costing and manage. 
ment accounting is emphasised by O. & M:: 
they hope executive departments will 
take a greater interest in it and they 
recommend a tightening up of stores 
control. Not only should minima and 
maxima be specified for individual com. 
modities, but overriding maximum values 
should be instituted for total stores in any 
holding. 

Accounting, costing, stores ledgers and 
preparation of salaries and wages were 
already largely centralised in the Treasurer's 
Department when O. & M. started their 
work, They commend these arrangements, 
which were found to be economical and 
efficient, and recommend the centralisation 
of a few similar blocks of work at present 
carried out in executive departments. 
To render this possible, while ensuring 
a speedy and efficient customer service 
(for example, in preparation of costs) the 
Council is to replace the present obsolescent 
punched card installation by new equip 
ment, which will include the electronic 
computer referred to at the beginning of this 
note. 


The Establishment Function 


The investigators report that there ’ 
scope for development of the establishment 
function. There should be closer control over 
numbers of staff; the possible setting-up 
“work standards” should be examined; 
central recruitment of some grades of staf 
and better arrangements for their inter 
change between departments are recom 
mended. The establishment function should 
be separated from the finance function, 
to avoid the suggestion that it is tied to 
closely to the cutting of costs. (This sugg® 
tion has encountered much criticism from 
outside observers, who consider that the 
traditional tie-up between establishment 
and finance, as in the Treasury itself, § 
of much value.) On the other han¢, 
O. & M. do not see the need for a separate 
chief officer to control establishment * 
is contemplated by some theorists.” Th¢?; 
therefore, recommend its transference © 
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the Town Clerk/Chief Administrative 
Officer, in whose department it would work 
in close co-operation with the new Methods 


Officer. 


Organisation of the Corporation 
as a Whole 

4 new “Establishment and General 
Administration Committee” is to be set 
up to secure a continuous general oversight 
of the administrative efficiency of the 
Corporation as a whole. To this committee 
the Town Clerk will be responsible and, 
although the post of Town Clerk already 
carries responsibility for co-ordination, 
and is recognised as the principal official 
post of the Corporation, he will now, as 
Chief Administrative Officer, be formally 
allocated the following duties: 


1. To take a continuing interest in the 
effectiveness and economy of all administrative 
arrangements throughout the Corporation; 

2. To ensure that administrative activities 
with which two or more departments are 
concerned are effectively co-ordinated; 

3. To furnish an O. & M. service for all 
departments; 

4. To maintain a broad view of the balance 
and effectiveness of arrangements made to 
carry out the policy laid down by the Council 
and to bring to the notice of departments 
(and if necessary committees) the need for any 
change. 

In one respect the City Council have 
departed from O. & M’s recommendations. 
In view of the new concept of the Town 
Clerk’s duties, O. & M. said that it would 
“no longer be appropriate for the holder 


of the post also to be the Council’s Legal 
Adviser, because that would serve to obscure 
the purely administrative nature of the 
post... .” Several of the Council’s Chief 
Officers supported this divorce between the 
Chief Administrative Officer and the City 
Solicitor functions, but the Council have 
not thought it wise to go so far at the present 
juncture. They propose, however, to review 
this problem when the post of Town Clerk/ 
Chief Administrative Officer becomes 
vacant. 

The development of this new concept 
of the Town Clerkship, both at Coventry and 
elsewhere, will be interesting to follow. 
There is nothing in the report, however, 
to support the notion expressed in several 
quarters that the change will give Coventry 


a City Manager. 


TAXATION 


Leaves from the Notebook of a Professional Accountant 


The Ethics of Lawful Tax Avoidance—I 


By ERNEST EVAN SPICER, F.c.a. 


THERE IS A GREAT DEAL OF MISUNDERSTANDING REGARDING 
the meaning of the expression “ tax avoidance.” To the 
winitiated it suggests not only false ethics, but conduct of 
such obvious illegality as to merit a front seat in the dock 
ofthe Old Bailey. 

We must, however, make it abundantly clear that we 
are dealing with the lawful avoidance of tax only and thus 
the question of punishment does not enter into the 

10n. 

We are left therefore with a consideration of the ethics 
of tax avoidance, and we ask our readers not to jump to 
any general conclusion without bearing in mind the basis 
upon which our taxation laws are administered. 

Nobody will deny that an action which is ethically 

must be wrong, even though it be within the letter of 
the law. The difficulty, however, is to reach agreement on 
what constitutes false ethics in matters affecting taxation. 

Let us start with a clear appreciation of two important 


considerations; first, that there is no equity in a taxing 
Statute, and secondly, that subject to a few limited con- 
cessions the taxation laws of this country are administered 
strictly in accordance with the letter, rather than the spirit, 
of the law. It often happens therefore that grave injustice 
is done to the taxpayer, and unless the law be altered, he 
has no redress. This is inevitable, because our taxation 
laws are necessarily extremely complex and it is often 
impossible to remedy any one particular injustice without 
automatically creating other anomalies. The individual 
must pay on the basis of the letter of the law, however 
unfair—either way—this may be. 

We are thus forced to ask ourselves to what extent—if 
at all—we are justified in so arranging our affairs as to 
reduce the burden of taxation to the minimum. 

Before expressing any views on this thorny subject, we 
cannot do better than quote the dictum of that great judge, 
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the late Viscount Sumner, in the case of Levene v. C.I.R., 
which came before the House of Lords in the year 1928. 

It is trite law that His Majesty’s subjects are free if they can 
make their own arrangements, so that their cases may fall 
outside the scope of the taxing Acts. They incur no legal 
penalties and strictly speaking no moral censure if, having 
considered the lines drawn by the legislature for the imposition 
of taxes, they make it their business to walk outside them. 

It seems to follow from this and from other general considera- 
tions that the subject ought to be told, in statutory and plain 
terms, when he is chargeable and when he is not. 


* * * 


It is clear therefore that any general condemnation of 
tax avoidance—more particularly by those who are not 
versed in taxation law and practice—must be wrong, 
both from a legal and an ethical viewpoint. 

This does not mean, however, that every action which 
falls within the letter of the law is morally justifiable, any 
more than every action, which is morally justifiable, is 
necessarily legal. 

Let us first deal with one or two cases of tax avoidance 
which are unquestionably justifiable, both legally and 
morally. 

ILLUSTRATION ONE 


As readers of these articles may remember, Mr. Loftus 
Whiting occupies a position in the Calcutta branch of 
George Whiting & Sons (Textiles) Ltd. 

Every five years he is granted nine months’ leave, and as 
in these cases the Inland Revenue authorities limit the 
period of immunity from taxation to under six months, he 
invariably spends the first three months and four days of 
his leave on the Continent and the balance with his 
parents in England. 

He thus avoids the payment of tax on his quinquennial 
visit to this country and nobody, we suggest, will accuse 
him of moral delinquency by so doing. In this connection 
let it be understood that if, for any reason, he spent exactly 
six months in this country, the Inland Revenue authorities 
would unhesitatingly assess him to taxation on the whole 
of the money which he brought into the country from 
income, earned or otherwise, arising abroad. 


ILLUSTRATION TWO 


Supposing Mr. Whiting had owned a cottage in England 
available for his occupation on arrival in this country, he 
would render himself liable to taxation from the moment 
that he set foot on these shores, and for the whole of the 
then current fiscal year. 

Assuming, however, that he had no intention of occupying 
this cottage during his leave, would there be anything 
morally wrong in letting it, prior to visiting this country, 
and thus avoiding taxation? 

We suggest that the answer must be in the negative, 
more particularly when it is remembered that the Revenue’s 
attitude towards the matter is not whether the cottage was 
in fact occupied, but whether Mr. Whiting had an 
“abode” in this country, available for his occupation. 
Obviously, if he had bona fide let the cottage, it would not 
be available for his occupation. 

* * * 
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Turning now to another aspect of our subject, let ys 
consider the effect of the so-called “ one man company” 
regulations. 

To nullify a considerable annual loss of sur-tax, resulting 
from the formation of private trust companies, lecislation 
of a very penal nature was introduced. Inler alia, jt 
provided that if the Commissioners decided that ap 
insufficient proportion of the profits had been distributed 
by way of dividend or otherwise, they were then called 
upon to assess the whole of the undistributed profit to such 
rates of sur-tax as would have been assessable had all the 
profits been distributed. 

In this connection two points of importance should be 
noted: first, that the Commissioners refuse to state jp 
advance what they will deem to be a reasonable distri- 
bution, and secondly, if they reach the conclusion that the 
distribution actually made is inadequate, they have no 
power to limit the assessments to cover a reasonable distri- 
bution only, but are bound by Statute to assess the whole 
of the undistributed profit. The regulations—which still 
remain on the Statute book—apply to all “ one-man 
companies ’’-—in general, to companies in which five or 
fewer persons can exercise control—and no distinction 
is made in the Act between the genuine one-man trading 
company and the artificial company formed originally with 
the sole object of avoiding taxation. 

Thus, in order to close one loop-hole in the law, a 
serious injustice has been done—at any rate in theory—to 
a large body of innocent, milk-white, trading lambs, by 
herding them in the same pen with a crowd of greedy 
wolves. 

Let us, however, hasten to add that the authorities have 
used their powers with commendable discretion, and rarely 
has it happened that any wrong has been done to genuine 
commercial undertakings. 

But, notwithstanding the official attitude, the position of 
the one-man trading company is far from satisfactory, 
owing to its legal uncertainty. Why should a genuine 
trader, who is striving to build up a solid business, be 
assumed by Act of Parliament to harbour anti-social 
tendencies and be labelled with the badge of suspect, and 
why should his chances of success depend legally (subject 
to the right to invoke a tedious and perhaps costly appeal 
procedure) on the whim of a Revenue official? 

It is true that additional working capital may not be 
needed immediately in the business, but tomorrow, if il 
be not available, failure may result. No business cat 
remain static. It either expands or declines, and nobody 
can anticipate with certainty the exact moment when the 
looked-for opportunities for development may arise. Why 
then should a Revenue official, who may have no know- 
ledge of the particular business, ever be called upon © 
judge the possibilities ? 

This anomaly is surely worthy of a moment's considera 
tion. 

Owing to the need for national economy, successive 
Chancellors of the Exchequer have urged directors 0! 
companies to limit their recommendations regarding 
dividend distributions, and in order to encourage them for 
their praiseworthy response to these appeals and to render 
assurance doubly sure, they have gradually converted the 
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profits ax from a mild corrective to a savage penalty for 
daring to make distributions of any kind. 

The one-man trading company is therefore vulnerable 
whatever attitude be adopted. 

If the profit is distributed, profits tax of a penal nature 
ispayable thereon, while if the profit is ploughed back into 
the business, the authorities still have the legal power to 
charge it with sur-tax. Admittedly, the confiict arising 
fom this state of affairs having been too marked for a 
Chancellor to ignore, some form of undertaking has been 
sven, and still holds good, regarding the circumstances in 
which “‘ sur-tax directions” will for the time being be 
made; but the legal power to make the directions remains. 

Assuming that the profit is not distributed, and that the 
authorities do not exercise their powers, sur-tax is avoided 
and reserves are automatically created. 

The following example illustrates how—in isolated 
cases—tax avoidance and the national interests may 
enter into a mild flirtation and eventually be united in 
the bonds of holy matrimony to everybody’s satisfaction 
and advantage. 


ILLUSTRATION 


All the world knows that Sir Clarence Whiting is one of 
the richest men in the county, as well as being its most 
public-spirited and generous citizen. And yet, strictly 
peaking, he is the greatest tax avoider of all time. How 
then did he accumulate his vast wealth, and how came it 
that he was able to exploit tax avoidance with such 
astonishing success? 

Let us review the facts. 

Early in the present century he purchased, at a very 
modest price, some thirty acres of land on the outskirts of 
Dunstable in Bedfordshire and erected thereon a small 
factory for the manufacture of electrical equipment. He 
built the factory in such a manner as to render it capable 
of almost unlimited expansion, and equipped it with 
specially designed machinery, suitable for the manufacture 
of certain inventions, which he had patented. 

From the very start his efforts proved successful and in 
avery short space of time he found himself forced to enlarge 
his factory in order to cope with the mass of orders 
emanating from all parts of the world. 

He lived a truly spartan life and each year ploughed 
back into the business all available profits. He was a stern 
disciplinarian and demanded a very high standard of 
tfliciency, but he was a just and generous employer, to 
whom the welfare of those who worked for him was ever 
amatter of supreme importance. As a result he was held 
in high affection and respect by all who served under him. 

His judgment of men was uncannily accurate, and he 
knew instinctively how to employ them to the best 
advantage. In consequence he surrounded himself with a 
band of brilliant young engineers, and with their loyal 
co-operation, he expanded the business with astonishing 
rapidity in many directions. 

He paid high salaries, but limited his own director’s fees 
‘0 very modest dimensions, so as to add to the working 
‘pital. In this manner large reserves were accumulated. 
These he capitalised periodically, and in this manner the 
‘sued capital of the company grew to very large dimensions. 


Over the course of years, other allied businesses were 
acquired; the field of the company’s activities was greatly 
enlarged and eventually a mighty organisation was created. 

In the middle thirties, Whiting Engineers Ltd. was 
converted from a “‘ one-man private limited company ” to 
a great public limited company, and out of his very large 
holding, twenty million Ordinary shares of 5s. each were 
offered for sale to the public by Sir Clarence at 15s. per 
share. The response was immediate and overwhelming, 
the offer being oversubscribed more than tenfold, and on 
the Stock Exchange the price of the shares soared to a 
substantial premium. 

This, in brief outline, is the history of Whiting Engineers 
Ltd. and the story of Sir Clarence Whiting’s rise to fortune. 

Let us now consider two aspects of this wonderful 
achievement. 

First, what has been accomplished? 

A great industry of national importance has been 
created, giving employment, directly and indirectly, to 
tens of thousands of workmen. 

Vast sums by way of income tax, excess profits tax, 
profits tax and in recent years sur-tax, have found their 
way into the coffers of the national Treasury. 

Vital equipment, which might not otherwise have been 
so readily available, was provided for the use of the Navy, 
the Army and the Air Force during the two World Wars, 
and finally the export trade of the country benefited to the 
extent of millions of much needed dollars. 

All this must be attributed to the foresight, genius and 
driving power of this one man. 

Now let us glance at the other side of the picture. 

Super-tax and later sur-tax, in ever increasing amounts, 
were—at any rate theoretically—avoided each year by Sir 
Clarence. We emphasise the theoretical aspect of the case 
advisedly because, unless income tax be payable by the 
individual, there can be no liability to sur-tax. 

Supposing in the early days the authorities had subjected 
the undistributed profits of the one-man company to sur- 
tax, or supposing the profits had been distributed by way of 
dividend, what would have been the result? There would 
have been less output, less employment, less profit, less 
income tax, less Excess Profits Tax, less profits tax and in 
the later years less sur-tax. 

The paradox lies in the fact that, but for this theoretical 
avoidance of sur-tax, there would have been no profits 
worth speaking about and in consequence no taxes payable. 

Moreover, had Sir Clarence attempted to run his business 
otherwise than in the form of a limited company, he would 
have failed dismally. 

Thus, by limiting his liability to his creditors and 
denying to the Special Commissioners any inconveniently 
large contribution by way of sur-tax, everybody benefited. 
Sir Clarence made a fortune, the company established for 
itself an unprecedented goodwill, the public were provided 
with a remunerative investment and the Revenue authori- 
ties, acting with unerring accuracy, proved the truth of the 
proverb that a bird in the bush is often far better worth 
having than a flock of canaries in the aviary. 

And what has Sir Clarence Whiting done with his vast 
wealth? Has he squandered it in riotous living? 
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By no means. He regards it as a sacred trust, to be 
utilised for the benefit of mankind. He has given millions 
for the benefit of hospitals, universities, education, science 
and a host of other projects of national and international 
importance. 

Is he to be regarded as condoning false ethics merely 
because he has built his castle on the impregnable rock of 
‘** lawful tax avoidance,” and is he to be classed as a man 
whose one thought in life is the accumulation of money? 

We leave our readers to judge the problem for themselves. 


* * * 


Merely because, in this particular case, our sympathies 
apparently lie with Sir Clarence Whiting, it must not be 
understood that we advocate all forms of tax avoidance, or 
that we smile on anti-social activities which fall within the 
letter of the law. 

Let us therefore choose an example which we regard as 
ethically unsound. 

It is known as “washing” and consists in selling 
investments cum div. and buying them back ex div. under 
separate contracts. 

Its legality would appear to depend on whether or not 
the tax avoider “ gets away with it.” Section 33, Finance 
Act, 1927, does not throw upon him the responsibility of 
furnishing any statement to the Special Commissioners, 
unless he is called upon by them so to do. 

Thus, unless the Special Commissioners have reason to 
think that sur-tax is being avoided and require the 
individual to furnish them with particulars of all his 
dealings with assets, it cannot be said that he has been 
guilty of making false tax returns or of any other crime. 

If, however, the Special Commissioners, after investiga- 
tion, find that he has been indulging systematically in this 
practice of “‘ washing ” and that the extent of the avoid- 
ance of sur-tax, in any year, exceeds 10 per cent. of what 
it would have been, had the income accrued from day to 
day, he will be assessed to sur-tax on the amount so deemed 
to have been avoided, but without penalty. The investiga- 
tion will presumably extend over six years for two reasons: 
first, because if the avoidance of sur-tax is found to be 
exceptional and there has been no such avoidance during 
the three preceding years, Section 33 will not apply, and 
secondly, ifthe avoidance ofsur-tax is found to be systematic, 
the Special Commissioners will surely ask for their full 
pound of flesh. 


ILLUSTRATION 


Mr. Wolf Whiting inherited in the year 1948 a substantial 
fortune from his father, and, being a man who had brought 
the gentle and difficult art of gracefully doing nothing to a 
pitch of perfection, decided that the life of a retired mer- 
chant was preferable, in all respects, to that of the black- 
coated worker in our great metropolis. 

In addition to a fortune, Mr. Whiting had inherited a 
conscientious objection to the payment of income tax and 
had developed a positive loathing towards the sur-tax. 

He decided, therefore, that any business activities, in 
which he might indulge in the future, must be limited 
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strictly to the preservation of his private fortune, the bulk 
of which was invested in 4 per cent. Victory Bonds 
registered in the names of some half a dozen nominees, 

He had chosen this particular security for three reasons. 
first, because he was a true patriot and felt it his duty to 
support any Government issue which exactly suited his 
needs; secondly, because Victory Bonds could always by 
surrendered at par for purposes of estate duty and wer 
therefore unlikely to depreciate to the same extent a 
other Government securities, which had been issued 
without this praiseworthy condition, and lastly, because 
the margin between the jobber’s buying and selling price; 
on the Stock Exchange did not usually exceed } per cent, 

Each half-year he sold the bulk of his holdings cum diy, 
and re-invested shortly afterwards, when the bonds were 
quoted ex div. In this manner he limited his gross statutory 
income for a number of years to just over £1,900 and 
temporarily avoided the payment of large sums by way of 
sur-tax. 

Had he been less greedy, he might have avoided the 
terrible mistake which led to his undoing, and continued 
his ‘“‘ washing” activities almost indefinitely. But, as 
Shakespeare said, “‘ That is another story.” 


* * * 


Tax avoiders often suffer from a complaint to which 
gamblers at Monte Carlo are peculiarly susceptible. They 
are rarely satisfied with their winnings and, as a result of 
‘* asking for more,” usually lose all that they had previously 
won. 

We could give many instances of past misfortunes of this 
nature, but, as most of the gaps in the Revenue net have 
now been closed, the opportunities for the lawful avoidance 
of tax are extremely limited. 

This fact is not generally appreciated, and whenever we 
have asked those, who cry out most loudly against the sin 
of lawful tax avoidance, to give a few concrete instances by 
way of illustration, it generally transpires that they have in 
mind the making of false tax returns and assume that most 
taxpayers indulge in this hazardous pastime. 

It is, of course, quite useless to assure such persons that, 
although there are always a few black sheep in every fold, 
the vast majority of the inhabitants of this country art 
God-fearing and honest citizens. They insist that they 
know better. 

It might perhaps surprise them if they realised how many 
business men employ professional accountants to deal with 
their taxation affairs, so as to ensure accurate returns. 

Taxation nowadays is so complex that only an experts 
competent to settle a difficult case. The trouble is that 
income tax is not an exact science and hence each year 4 
very large number of appeals come before the General and 
Special Commissioners and quite a sprinkling before the 
Courts. The fact that by no means all these cases at 
decided in favour of the Crown proves that Revenue 
officials are not infallible and that the law is not always 
crystal clear. 

Every honest man subscribes to the great dictum that © 
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— Just one right 
answer is Cnough... 


Invoicing, inventory, payroll, or stock record computations 
— all routine figure work, all done on calculating machines. 
Done better and faster on Burroughs machines. Whatever 
model you choose, it will help your operator get to the final 
result — without any unnecessary intermediate steps —in the 
shortest possible time . . . 


bul tise Save you 
wen move mousy | 


The Burroughs all-electric Duplex Calculator — the first of 
its kind to be made, and still the best — has two answer dials. 
One for the result of individual calculations, one for grand 
totals or net results. On invoicing, for example, multiplication 
begins as soon as the keys are depressed. Amounts don’t need 
to be pre-set and there are no control keys to operate. 

One more key depression, and the amount shown in the 
front dial is cleared and automatically accumulated in the 
rear dial. This means that an operator never re-handles the 
same set of figures —and can save up to 40% in operating time. 

Whenever a total is wanted —it’s shown, without a 
“re-cap.” 

Like to see this demonstrated in relation to your figuring 
problem? Then call Burroughs today. 

Burroughs Adding Machine Limited, Avon House, 356-366 
Oxford St., London, W.1. Sales and Service Offices in principal 
cities. 


CALCULATORS 
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Smith & Co’s 
statements are 
‘| always out 


“oy Wy 


... and payments 
are received sooner 


More than this—their ledgers are always in 
balance, wages and P.A.Y.E. are no trouble 
and time is saved on all the other book-keeping 
work they do. 


Book - keeping 
by Typewriter * 


With a dual feed typewriter and the specially 
designed forms of the Twinlock book-keeping 
by typewriter system, you can have most of 
the advantages of machine accounting at a cost 
within the means of even the smallest firm. 


¥%& Immense saving of time, 

% Postings are proved accurate, 

% Statements always up to date, ready for 
mailing immediately, 

%*% Shows exact position of your business daily. 


ANOTHER 


Twinlock K 
SYSTEM Regd. Trade Mark 


Write for our fully explanatory booklet AY/A DV/87 


= 


PERCY JONES (TWINLOCK) LTD., 37 CHANCERY LANE, W.C.2 
Phone : cHancery 8971. Showrooms : Glasgow, Manchester, 
and Leeds. Factories: Beckenham, Kent 


LEOPOLD | 
FARMER & SON 
VALUATIONS 


for Public Issue, Stock Exchange 
Quotation, Balance Sheet, Probate, 
Insurance and other purposes 


also 


AUCTION SALES 
of 
PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 


FACTORY INVESTMENTS AND 
MORTGAGES ARRANGED 


46 GRESHAM STREET, LONDON, E.C.2 


Tel. : Monarch 3422 (8 lines) 
Telegraphic Address : ‘SITES LONDON’ 


ACCOUNTING RESEARCH 


Published for the Incorporated Accountants’ 
Research Committee 


Edited by F. Sewell Bray and Leo T. Little 


CONTENTS OF VOLUME 5, NUMBER 1—JANUARY, 
1954 


Recent Developments in National Income and _ Social 
Accounting, by Mitton GILBert AND RICHARD STONE. 


Costing Terminology, by J. Krrcuen. 


Net Taxable Wealth, Income, and Age of Directors and 
Executive Directors of Larger Swedish Companies, by 
GuNNAR LINDGREN. 


The Mathematics of Variance Analysis—III.—The Theory 
of N Variance Systems, by GiLBERT AMERMAN. 


The Valuation of Goodwill, by J. TAyLEurR. 
Book Reviews Notes 


ACCOUNTING RESEARCH is now published quarterly. Parts 2, 

3 and 4 of Volume I, Part 1 of Volume II, and all Parts of Volumes Ill 

and IV are still available. Single parts cost 7s. 6d., plus postage. 

Subscription 255. post free, for volume of four parts. Enquiries should 
be sent to any bookshop or direct to the address below. 
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Cesar should be rendered that which is Cesar’s, but not 
an altogether unimportant part of a professional account- 
ant’s duty is to see that Caesar does not ask more than his 
due. 

It seems almost incredible, and yet it is absolutely true, 
that only a few years ago a value was placed on a block of 
buildings for purposes of estate duty, by the representative 
of the estate duty authorities, exceeding by over a million 
pounds the value placed on the property by one of the 
kading firms of estate agents in London, acting on behalf 
of the executors of the deceased. 

Cases are constantly arising where the value placed on 
the shares of private limited companies, for purposes of 
state duty, are greatly in excess of the price at which they 
could be sold and are in fact sold, and it is for these reasons 
that we take every opportunity of pressing for the setting 
uw of an appellate body, similar to the Special Com- 
missioners, for dealing with estate duty appeals. 

The Special Commissioners have established for them- 
elves a very great reputation for justice and impartiality in 
dealing with tax cases, and there would appear no reason 
why men of equal calibre could not be found to deal with 
state duty problems. 


* * * 


To return to the subject matter of this article, let us make 
it perfectly clear that tax avoidance is in our opinion 
justifiable only if the facts can be placed before the 
authorities to enable them to decide whether or not they 
are in a position to object. Nothing must be withheld, and 
all the cards must be placed on the table, face upwards. 

If this be understood, there can be no undisclosed 
illegality about the business; and as far as the ethics are 
concerned, each man must be guided by his own conscience. 

We will now consider a case of attempted tax avoidance 
in which Mr. Wolf Whiting tilted with the Revenue 
authorities and was unhorsed in a most humiliating manner. 


ILLUSTRATION 


We regret to record the fact that Mr. Wolf Whiting had a 
ight streak of meanness in his make-up and often en- 
deavoured to obtain professional advice without having 
to meet the fees by which professional men eke out a 
precarious existence. In consequence he made a point of 
mixing with solicitors and accountants at the golf club, 
hoping thereby to obtain from them information which 
might prove of value to him in the future. 
_Inthis manner he chanced to hear somebody remark that 
ifaman was absent from this country for the whole of any 
year, he could legally avoid tax on the interest of foreign 
and colonial loans and, if not ordinarily resident, tax on 
the interest of certain specified British Government 
‘curities, including 34 per cent. War Loan, the interest 
on which was payable gross. 
_Mr. Whiting pondered long and earnestly over this 
interesting possibility and the more he pondered, the more 
interesting he found it to be. 

It was true that owing to his “ washing” activities he 


had paid income tax on a statutory income approximating 
£1,900 per annum only, but nevertheless he realised that 
gs. 6d. in the £ (which was the basic rate of income tax 
in force at the time) on even a miserable £1,900 was not 
to be regarded altogether as chicken feed. Moreover, as 
he had relatives, not only in South Africa, but also in 
Australia and New Zealand, he felt that he could easily 
spend a year pleasantly and profitably on a world tour, 
at no very serious expense to himself. 

Having once made up his mind to make the trip, he 
acted with commendable promptitude. 

He sold his entire holding of 4 per cent. Victory Bonds 
and re-invested the proceeds, partly in 34 per cent. War 
Loan and partly in Tanganyika 4} per cent. Loan. He 
then booked his passage to South Africa and sailed on 
February 28, 1951. 

It is unnecessary to enter into particulars regarding his 
peregrinations. It is sufficient to remark that he was very 
thankful when, on April 4, 1952, it came to an end and he 
was able once again to enjoy the comfort of his luxury 
cottage on the outskirts of Sunningdale. 

Naturally his first thought was to regularise his taxation 
position, and with this object in view, he called on the 
Inspector of Taxes by appointment. 

He explained to that gentleman that he had recently 
returned from New Zealand, after an absence from this 
country of over thirteen consecutive months, and wished 
to make a claim for the return of tax deducted from the 
interest arising on his holding of Tanganyika 4} per cent. 
Loan. 

He informed the Inspector that, apart from a holding in 
33 per cent. War Loan, this was his only investment. He 
added, by way of explanation, that as the War Loan 
interest was payable gross, no claim for return of tax arose 
under this heading. 

The Inspector listened with the closest attention to 
everything which Mr. Whiting had to say, and then asked 
for particulars of the amount of his holding, not only in 
Tanganyika Stock, but also in 3} per cent. War Loan. 

Mr. Whiting remarked that as he was not making any 
claim in respect of the War Loan interest, the question 
was irrelevant. The Inspector, however, replied that it 
had a bearing on the case, and then asked for the exact 
date of his arrival in this country. 

As Mr. Whiting was somewhat vague in his reply, stating 
he thought it was April 7, the Inspector asked to see his 
passport. 

This cross-examination by a Revenue official so annoyed 
Mr. Whiting, that he closed the interview with the remark 
that he would place the whole matter in, the hands of his 
solicitor. 

The next morning he chanced to meet Sir Ambrose 
Whiting in Lombard Street and started to pour out his 
grievances into that gentleman’s unsympathetic ear. 
When, however, Sir Ambrose realised that the matter had 
reference to taxation, he immediately urged him to seek 
the advice of Mr. Greatheart. 

Mr. Whiting thereupon directed his footsteps towards 
the City club, where he knew he would find Mr. Greatheart, 
and attempted to discuss the case over the luncheon table. 
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Mr. Greatheart, however, knew his man. He informed 
Mr. Whiting that he never transacted business during 
meals and fixed an appointment at his office for four o’clock 
that afternoon. 

The interview proved a very painful one for Mr. Whiting, 
who disliked being examined by Mr. Greatheart almost as 
much as he resented being questioned by the Inspector of 
Taxes. Mr. Greatheart, however, explained that, unless he 
knew all the facts, he could not possibly assist him, and 
suggested that, in the circumstances, it might be better for 
him to seek advice in some other quarter. 

Mr. Whiting thereupon decided to answer all Mr. 


Greatheart’s questions in an unequivocal manner, thus 


enabling that gentleman to summarise the position as 
follows: 

(1) As Mr. Whiting had returned to England prior to April 6, 
1952, he had not been absent from the country for a full fiscal 
year. He had thus forfeited all right to recover tax deducted at 
the source from the interest arising on his holding of Tanganyika 
4t per cent. Loan. 

(2) Even had Mr. Whiting been absent for one complete fiscal 
year, he would still have been “ordinarily resident” in this 
country and thus unable to claim immunity from tax on the 
interest arising on the 34 per cent. War Loan. 

Apparently Mr. Whiting failed to appreciate the fact that 
under the rules and regulations governing income tax, a man 
may be “ ordinarily resident’? and yet not resident in this 
country, at one and the same time. 

To become “ not ordinarily resident ” involves normally an 
absence of three years. 


(3) Mr. Whiting had rendered himself liable to income tax fo, 
the year 1951-52 on the interest on his holding of 33 per cent 
War Loan and sur-tax on the gross interest arising bo:h on this 
Loan and on the Tanganyika 4} per cent. Stock. 
(4) This sudden promotion to the ranks of a sur-tax payer of the 
first class would certainly encourage the Special Commissioney 
to make inquries into its cause, and thus Mr. Whiting’s “ washing” 
activities would inevitably be brought to their attention. My 
Whiting must therefore be prepared to be assessed to sur-tax, for 
six years, on the estimated amounts which he had avoided during 
those years on his 4 per cent. Victory Bonds, based on the 
assumption that the interest had accrued from day to day. 

On a rough calculation Mr. Greatheart estimated that the 
aggregate of the taxes payable under the various headings would 
not fall far short of £75,000. 


* * * 


Mr. Whiting was rendered speechless by this appalling 
news, and at first refused to believe that, in attempting to 
avoid £900 income tax, he could possibly render himself 
legally liable to the payment of taxes amounting to some 
£75,000. 

Later on, however, he had good reason to know that 
this was actually the case, but what hurt him perhaps 
most of all, was the receipt of a modest account from Mr. 
Greatheart for “‘ professional services’ rendered. This he 
regarded as a sugarless pill purposely covered with a thick 
coating of bitter aloes. 

(To be concluded) 


Taxation and Retirement Provisions 


THE MILLARD TUCKER REPORT AND THE 
SOCIETY'S RECOMMENDATIONS 


IN OUR LAST ISSUE (PAGES 96-102) WE 


the recommendations in 


benefits should be taxable in the hands of te 
recipient when received (paragraph 6). 


italics are 


summarised, explained and commented 
upon the report of the Committee on 
the Taxation Treatment of Provisions 
for Retirement (the “second Millard 
Tucker Committee’). In our issue of 
March, 1951 (pages 104-109) we 
reproduced the memorandum of evi- 
dence submitted to the Committee 
by the Society of Incorporated Accoun- 
tants. The main recommendations 
made by the Society may now be 
compared with those in the Committee’s 
report. In the comparison which follows 
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summaries of those in the Society’s 
memorandum, the italicised references 
being to the paragraphs of that docu- 
ment; there commendations in Roman 
print are those of the Committee, the 
references so printed being to the 
paragraphs and pages of its report. 


I. THE GENERAL PRINCIPLE 

The build-up of funds to provide retirement 
benefits should be free of tax to employer, employee 
and all with earned income, and the retirement 


This principle is adopted as the basic 
principle (paragraph 139, page 36). 


II. Lire AssuRANCE RELIEF 

The present position with regard to life assurant 
relief was recognised as not being in accordant 
with the recommended general principle above, bt 
the question of life assurance covered a wider fel 
than retirement benefits, so no comments wet 
made (paragraph 7.) | 

Life assurance relief should continue ® 
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its present form, subject to certain modi- 
fcations made necessary by other recom- 
mendations of the Committee, notably a 
provision to prevent the allowance of life 
assurance relief for a payment which had 
already attracted expenses relief under the 
recommended treatment (paragraph 45, 


page 13). 


[II. Luue Sum PAYMENTs FOR MEMBERS OF 
SCHEMES 

Applying the general principle to pensions 
schemes set up for employees would mean the 
imposition of tax liability on lump sum benefits 
‘subject to one exception, namely, when the 
provision for retirement is a whole life or endow- 
ment policy and the lump sum is payable as a 
lump sum to the retiring employee, special treat- 
ment being suggested for this exceptional case). 
For the normal case, the lump sum should be 
separately taxed as a non-aggregable item of 
inome in the year of receipt upon a “ top- 
slicing’? formula based on the  recipient’s 
expectation of life in years at the time of receipt 
‘paragraphs 10 and 11). 

No satisfactory explanation can be found 
of why a lump sum benefit ever came to be 
treated as non-taxable, but the practice 
is now so firmly established that it is 
impossible to say that in future it should not 
apply. For lump sum benefits on retirement 
it should be permissible for an approved 
scheme to pay up to one quarter of the 
capital value of the total benefit payable 
ina lump sum free of tax, unless the lump 
sum benefit is paid under a contract giving 
the employee an absolute right to the pay- 
ment in any event (in which case it is 
taxable as remuneration, and is outside the 
scope of the Committee’s inquiry). An 
absolute upper limit of £10,000 should be 
placed on the tax-free lump sum benefits 
which an approved scheme may provide 
paragraph 161, page 44). 

Lump sum benefits payable on death 
in service or after retirement should be 
accorded special, though somewhat similar, 
treatment (paragraphs 163-8, pages 45-47). 


IV. Lump Sum Back-sERVICE PAYMENTS 
BY AN EMPLOYER 

An employer who makes a lump sum back- 
Service payment or deficiency payment should have 
an option for Schedule D purposes of having 
either: (2) the whole sum allowed when paid, or 
(0) having it allowed on a forward spread. 

A backward spread is administratively objec- 
honable (paragraph 12). 

A spread back would cause serious 
Practical difficulties. The existing practice 
on spreading forward, in those cases where 
its provided for under the existing law, 


should apply to all such contributions 
under future approved schemes (paragraphs 
146 and 147, pages 38 and 39). 


V. TRANSITIONAL PROVISIONS 

It was indicated that arrangements might 
possibly be made to allow members of existing 
schemes to obtain the best of both worlds (para- 
graph 13). 

Existing schemes should be divided into 
two parts. One part would continue under 
the old rules, but would be closed to new 
members. The other part would conform 
to the new rules, and all new members 
would enter this part. Each existing 
member would be given an option, exer- 
cisable in two years, to transfer from the 
first to the second part. A similar option 
would be given to single member schemes 


(paragraph 283, page 81). 


VI. ALL OTHER INDIVIDUALS HAVING EARNED 
INCOME 

For (1) self-employed persons, (2) employees 
with no retirement benefits scheme, and (3) 
controlling directors, (all referred to as “ non- 
members ’’) contributions (single or recurrent) 
should be allowed as deductions from total income 
Sor income tax and sur-tax, coupled with taxation 
of the pension as earned income as and when 
received. The amount available for relief should 
be limited to 15 per cent. of earned income (subject 
to certain adjustments of the individual’s earned 
income figure). Payment of the pension should not 
commence before 60 or, in the case of joint lives, 
earlier death of the husband. The investment 
income of pension funds should be exempted from 
income tax so far as allocated to policyholders. 

Similar proposals are recommended for 
the same groups, plus part-time directors 
(paragraph 355, page 99)- 

The retiring age should be 65-70 for men 
and 60-65 for women; but the Board is to 
have power in special cases to fix a lower 
age not less than 55 for men or 50 for 
women (paragraph 374, page 105). 

The basic percentage contribution should 
be 12 per cent. of a year’s earnings for 
“Type A” benefit (deferred annuity with 
lump sum on earlier death) and 10 per cent. 
for a “ Type B” benefit (deferred annuity 
only) (paragraph 386, page 108). This is to 
be adjusted for self-employed persons and 
controlling directors, to make some allow- 
ance for the capital element in earnings, 
where present (paragraphs, 388-394, pages 
108-110), 


VII. WEIGHTING THE PERCENTAGE FOR AGE 
The percentage in VI should be weighted 
Sor age (paragraph 25). 


Weighting for age is recommended 


(paragraph 400, page 111). 


VIII. Lump Sum PayMents Not TAXABLE 

The alternatives are not to allow lump sum 
payments at all, or to allow them in all retirement 
schemes in a manner similar to that authorised 
by the Finance Act, 1947 (paragraph 24). 

Lump sum payments should be generally 
allowed, subject to limits (paragraphs 
435-37, pages 122 and 123). 


IX. Derinition or CONTROLLING DirecTorRs 
The distinction between controlling and 
other directors is accepted but the statutory 
definition (5 per cent. holding) and extra- 
statutory practice are criticised (paragraph 21). 
Sympathy is expressed with criticism of 
the 5 per cent. rule, but no charge is recom- 
mended unless the Royal Commission 
recommend one for profits tax purposes. 
The definition should be the same for 
profits tax and retirement benefits purposes 
(paragraphs 202 and 203, page 58). 


X. CHANGES OF OccUPATION 

(1) On a change from pensionable employment, 
a refund of contributions should be taxable as a 
lump sum on a formula, unless used within 
a reasonable time to initiate a “* non-member’s” 
pension contract. (2) On a change from “ non- 
member”’ to employee member of a scheme, there 
should be no special treatment. What happens 
to a person’s existing pension contract depends on 
whether he continues, sells, surrenders, converts 
into fully-paid contracts, etc. (paragraph 27). 

The recommendation (1) above is put 
forward (paragraph 471, page 130). 


XI. PURCHASED ANNUITIES 

There should be no tax relief for sums spent in 
purchasing annuities, except where the contract 
is available for relief to a “* non-member” under 
previous proposals. Investment income of annuity 
Sunds should be exempt from tax so far as allo- 
cated to policyholders. Only the interest element 
in each instalment should be taxed (with an 
exception in favour of non-members’ pensions, as 
before) (paragraph 28). 

The suggestions regarding taxation of the 
income element only and exemption of the 
investment income of the annuity fund are 
adopted (paragraph 503, page 138 and 
paragraph 511, page 142). 

It will be seen that in the Committee’s 
recommendations effect has been given 
to many of the proposals put forward 
in the Society’s evidence. 
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Taxation Notes 


Our Money 


On January 28, 1954, the Economic 
Secretary to the Treasury told the 
House that in 1951-52 the number of 
personal incomes over £1,500 net after 
deduction of tax was about 214,000; 
the number under that about 25.3 
million. If the whole of the excess over 
£1,500 had been distributed to those 
with net incomes below that amount, 
each of the latter would have received 
about two shillings a week. 

On February 11, the Financial 
Secretary said that the gross earned 
incomes required today by a married 
man with two children to equal, after 
deduction of tax, the purchasing power 
of gross earned incomes in 1938 of 
£2,000 and of £3,000 were about 
£9,900 and £35,500 respectively. 

On June 19, 1951, the Chancellor 
of the Exchequer gave 1951 values 
which indicate that an income of £1,000 
a year in 1914 produced £962 Ios. net, 
in 1951, £777 5s. net, but the purchas- 
ing power of the latter in 1914 values 
was £256 only. For an income of 
£100,000, the comparative figures 
would be £91,741 13s. 4d., £6,354 15s. 
and £2,097. At 1953 values compared 
with 1914, the purchasing power of 
£1,000 a year less tax was about £235, 
and of £100,000 a year less tax, £1,720. 

At one time, this might have 
appeared a fable with a moral; what 
it is now we leave to our readers to 
interpret as they see fit. 


The Pensions Report—Annuities 


The Tucker Committee received more 
evidence on the question of annuities 
than on any other subject. 

The present law and practice are 
that following the case of Perrin v. 
Dickson (1930) 1 K.B. 107: 


Where an annuity is payable for a 
stated numbers of years, not depending 
on the survival of the annuitant, and it 
was purchased by the annuitant, either 
by a single payment or by a series of 
premiums, tax is not charged on so much 
of each annuity payment as represents 
a return of part of the purchase money, 
but only on so much as represents 
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interest. The taxable part of the annuity 

thus diminishes from year to year. 

If the duration of the annuity is 
uncertain, the whole of each payment 
is chargeable to tax. Many assurance 
companies have issued split annuities— 
really two separate ones—one certain 
for a stated term, the second to start 
at the end of the first if the annuitant 
is then living. The annuity certain 
may be for the normal expectation of 
life, so that the cost of the second one 
is relatively cheap. 

The report goes into the history of 
the matter of purchased annuities, 
indicating opposed views of various 
committees and of Judges. The words 
of the Master of the Rolls in Sothern- 
Smith v. Clancy (1941) K.B. 276 are 
quoted: 

The property in the sum paid for the 
annuity by B passes absolutely to A. 
No relationship of debtor and creditor 
with regard to that sum is ever consti- 
tuted. The sum as a sum ceases to exist 
once it is paid. Its place is taken by 
A’s promise to pay the annuity and B’s 
only right is to demand payment of the 
annuity as it accrues due. 

Many others took the view that any 
division of a life annuity into two parts 
is unreal. 

The treatment of annuities in certain 
other countries is discussed. Splitting is 
permitted in the United States, Aus- 
tralia and Canada, but not in the 
Republic of Ireland nor in South 
Africa. 

The report then makes a general 
survey, in which it summarises the 
“ non-splitting ’’ argument as that the 
source is the contract with the assurance 
company and the annuity therefore all 
income. In the committee’s view, 
however, the original capital sum 
remains a part of the source, as is 
recognised in annuities-certain (though 
in them the two parts can be divided 
exactly). 

In fact, the various parts of a life 
annuity—capital, interest and the share 
in the common fund of surpluses on 
annuitants who died quickly—can be 
calculated, though not till the annuit- 
ant dies. The difference between the 


two types of annuity, therefore, jg jp 
the time of the calculation. 

Estimates are already used in taxa. 
tion assessments, and to avoid Waiting 
till death and reopening the past, they 
can be made for annuities. 

The recommendations are _ that 
annuities-certain shall continue as at 
present, but that life annuities be split 
into capital and income. Neither 
recommendation is to apply where the 
annuities are purchased by a trader 
and the cost allowed as a_ busines 
expense. 

The calculation of the split is recom. 
mended on the Canadian method, 
The actual sum paid as_ purchase 
money would be divided by the 
expectation of life at the time the 
annuity started to be paid. The 
amount so arrived at would be deducted 
from each payment of annuity, leaving 
the difference as the taxable part. 
Life assurance relief for premiums or 
deferred annuity contracts dated before 
June 23, 1916, would be withdrawn. 


Tax Avoidance a Public Mischief? 


Can a person and his professional 
advisers who avoid tax by a scheme 
which falls without a doubt outside 
the taxing Acts be guilty of an offence? 
Are they liable to a successful prosecu- 
tion for conspiring to procure a public 
mischief, the reduction of the national 
revenue? 

These were the questions asked and 
answered by the Court of Criminal 
Appeal in the recent “ pottery case” 
(The Queen v. Newlands and others, 1953; 
3 W.L.R., 827). The defendants had 
diverted to the home market pottery 
intended for export, but owing to 4 
loophole in the Domestic Pottery 
Orders could not be prosecuted for 
violating the Orders. The Court con- 
victed them, however, of conspiring 
procure a public mischief. It asked 
itself the questions about tax avoidance 
because if tax avoiders who were no! 
offending the Statutes—and who had 
decisions of the House of Lords in their 
support—would, like the defendants 1" 
the case being heard, be guilty of 4 
conspiracy to procure a public mischiel 
that would be an obvious objection 
the doctrine which the decision of the 
Court was apparently erecting. But 
answered its questions by saying thal 
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that 


when called upon to advise 


executor... 


the principal objective is 

to ensure safety, a good steady 
return and the ability to realise on 
capital without loss should 
occasion arise. 


; as an 
AY, accountant .. 
ee the problem usually 
revolves round the safe 
disposal of surplus funds 
or reserves: the ability to realise 
quickly and without loss when 
required is equally essential. 


asa 
solicitor... 


a variety of problems may 
arise—money realised by sale 
of property, the settlement of 

estates, the investment of legacies—but 
in all cases safety for capital plus regular 
interest and accessibility of money 
without loss are the main objectives, 


everything 
points to the 
advantages 
of investment 
in the 
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FOUR ESSAYS IN 
ACCOUNTING THEORY 


F. SEWELL BRAY 
Stamp-Martin Professor of Accounting 


with a foreword by C. Percy Barrowcliff, President, Society of 
Incorporated Accountants 


Accounting Principles. An address given in September, 1951, 
at a course for Incorporated Accountants in Caius 
College, Cambridge. 


Company Accounting. A paper given to the Statistical and 
Social Inquiry Society of Ireland in the Royal Irish 
Academy in May, 1952. 


Accounting and Statistical Relationships. A paper given in 
July, 1952, at a conference of the Association of Incor- 
porated Statisticians in St. Hugh’s College, Oxford. 


Accounting Form. An address given at Michaelmas, 1952, 
at a course for Incorporated Accountants in Balliol 
College, Oxford. 


Published with the permission of the Director of the 
Department of Applied Economics, Cambridge University, 
where the lectures were prepared, by the Oxford University 
Press, for the Research Committee of the Society of Incor- 
porated Accountants. Obtainable from any bookseller or 
through the Society, price 15s., 15s. 9d. post free. 
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the tax avoiders could not have com- 
mitted the offence, for they would have 
done “‘ nothing dishonest, nothing false, 
jothing deceptive.” In other words, 
faud must be present to make effective 
the charge of conspiring to procure a 
public mischief. The law on tax avoid- 
ance remains as it was (and as it is dis- 
cussed by our contributor Mr. E. E. 
Spicer in his article on earlier pages of 


this issue). 


An Irish Echo of the Holt Case 


The strange divergences of opinion on 
the value of a minority holding of the 
shares of a private company displayed 
in In re Holt (1953, T.R. 353)—the 
subject of a special article on pages 
11-13 of our issue of January last—has 
recently been paralleled in McNamee v. 
The Revenue Commissioners, a case 
recently heard in the High Court of the 
Republic of Ireland (and so far un- 
reported). At its inception, the Govern- 
ment of Southern Ireland adopted the 
existing Revenue laws with the result 
that the provisions of Section 7(5) of 
the Finance Act, 1894, governed both 
cases, and the “principal value” of 
property had to be estimated at the 
price considered by the Commissioners 
to be what it “ would fetch if sold in 
the open market.” 

The deceased, who died in 1950, 
held 175 Ordinary shares of £1 each 
inasmall public company with a capital 
of £50,000. Under the Articles of the 
company, the directors had to approve 
transfers of shares and could decline 
without giving any reason. The shares 
were unsaleable except by negotiation 
and in 1951 were sold by the solicitor 
acting for the estate to a director of the 
company for 3os. per share. This was, 
he said, the best price he could get. 
Expert witnesses for the taxpayer, 
basing their valuations upon dividend 
expectations, upheld gos. as the full 
value; but witnesses for the Revenue, 
ignoring the dividends actually paid, 
save alternative valuations based both 
on profits, which gave £5 17s. 2d., and 
on break-up values which gave £4 as 
aminimum, whilst a stock-broker called 
for the Revenue estimated the open 
market value at £2 18s., but had not 


taken into account the need for large 
outlays on renewals and replacements. 
Maguire, J., held that the case of each 
company had to be considered upon 
its own individual merits and, in sub- 
stance, accepted the evidence of value 
given for the taxpayer. As, however, 
the sale could not be said to have been 
in the “open market” he fixed the 
value at 32s. 6d. per share. 

Whilst this second victory for the tax- 
payer must cause something like dismay 
to the Estate Duty authorities and may 
strengthen the hand and resolution of 
potential appellants against official 
valuations, the two cases draw atten- 
tion once again to the immense differ- 
ence in the treatment of a minority 
holding, however large, in a private 
company, which has to be valued under 
Section 7(5) of the 1894 Act, and that 
of a holding which may possibly be 
only slightly larger but is within the 
mischief of Section 55 of the Act of 1940 
and has to be valued on an assets basis. 
A Section intended to catch a moderate 
number of large goats would seem to 
trap an inordinate proportion of in- 
nocent sheep. These two recent cases 
hold out some hope of more reasonable 
treatment in future for those whose 
holdings in private companies are 
minority holdings; is it reasonable, 
simply because their holdings are 
bigger (even if only fractionally so), 
that those who have majority holdings 
should be denied a similar hope? 


Estate Duty—Gifts Inter Vivos 


In July 1953, the Board of Inland 
Revenue announced that they were 
advised that where estate duty is im- 
posed by Section 2(1)(c) of the Finance 
Act, 1894, incorporating Section 
38(2)(a) of the Customs and Inland 
Revenue Act, 1881, as amended by 
Section 11(1) of the Customs and In- 
land Revenue Act, 1889, upon “ pro- 
perty taken” under a disposition 
purporting to operate as a gift inter 
vives, the expression “‘ property taken ” 
must be read with Section 22(1)(f) of 
the Finance Act, 1894, which defines 
“ property.” If the donee sold or 
exchanged the gifted property before 
the donor’s death, said the Board, duty 
would thenceforth be claimed, not in 


respect of the property originally given, 
but in respect of the proceeds of the 
sale or exchange or the reinvestments 
thereof. 

The meaning of the expression 
“ property taken” under a disposition 
purporting to operate as a gift inter 
vives has since been considered by the 
House of Lords in Sneddon v. Ld. 
Advocate (1954, 1 All E.R. 255; 
2 W.L.R. 211). It appears that the 
official practice as set out above is not 
in accordance with the law. The 
Board of Inland Revenue announces 
that it will therefore no longer be 
followed. 

In future, the estate duty in respect 
of property taken under a disposition 
purporting to operate as a gift inter 
vives will be regarded as imposed upon 
the property originally given, whether 
absolutely or by way of settlement; in 
this context the word “ property ” will 
not be given the extended meaning 
assigned to it by Section 22(1)(f) of 
the Finance Act, 1894. 


Double Taxation—Greece 


The Double Taxation Relief (Taxes on 
Income) (Greece) Order, 1954 (Statu- 
tory Instrument No. 142 of 1954— 
Her Majesty’s Stationery Office, price 
6d. net), brings into operation with 
effect from 1952-53 the Convention 
with Greece, the text of which is printed 
as a schedule to the Order. Each 
country will normally refrain from tax- 
ing residents of the other in respect of 
shipping and air transport profits, 
trading profits where there is no 
permanent establishment, royalties, 
interest, annuities, and earnings on 
temporary visits. There are reciprocal 
arrangements in respect of personal 
allowances, relief where income is still 
taxable in both countries, and exchange 
of information. 


We are compelled by pressure on space to hold 
over the concluding part of the article on Deduction 
at Source in the Student’s Tax Columns. 
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Recent Tax Cases 


By W. B. COWCHER, o.B.£., B.LITT. 


INCOME TAX 


Schedule D, Case I—Trade—Cotton-spinning— 
Valuation of stock-in-trade—Base stock system— 
Whether method admissible in computing profits 
Sor income tax purposes. 


Broadstone Mills, Ltd. v. Patrick 
(C.A. December 11, 1953, T.R. 441) was 
noted in our issue of September 1953, at 
page 302. The appeal was against assess- 
ments for the year 1948-49 aggregating 
£44,218 less capital allowances £11,853. 
These were based on the accounts for the 
trading year ending April 3, 1948 and 
reflected the Revenue view that the 
company’s method of valuing certain parts 
of its stock-in-trade upon what is known 
as the “ base stock ”’ system, however valid 
it might be for the company’s own purposes, 
was inadmissible in computing its profits 
for income tax for the year of assessment. 
The business was that of cotton-spinning, 
raw cotton being subjected to processes 
whereby it was converted into yarn. So 
long as the business continued there was 
always cotton on the machines, passing 
through them and being continually re- 
placed. This cotton was called the “ fixed 
process stock ” and represented a constant 
quantity which did not appear in the 
trading or profit and loss accounts but 
was included in the balance sheets under the 
general heading of—“ land, buildings, 
boilers and... fixed stock.” It was an 
unascertained sum included in the purchase 
price of the business when it was taken over 
by the company during the cotton “‘ boom ” 
of 1919-20. In addition, cotton was waiting 
beside the machines ready to take its place 
in the chain of processing operations. This 
was called the “ spare process stock,” and 
an agreed part of this was called the “ base 
weight,” being sufficient to ensure contin- 
uity of production. This had been valued 
over the years at arbitrary but increasing 
prices, ranging from 123d. to god. per lb., 
which were supposed to represent the cost 
of raw cotton plus a weighting for the cost of 
processing. 

The price of raw cotton had been 
continually rising during the company’s 
year to April 3, 1948, with the result that 
valuation of stock was on the basis of cost 
and not market value. The Revenue’s 
contention was that the whole of the 
company’s stock-in-trade should be valued 
at cost or market value whereas the com- 
pany claimed to exclude from valuation on 
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unsaleable so long as the business continued. 
It had been admitted that cotton bought at 
advanced prices had replaced cheaper 
cotton on the machines but that the price 
of yarn had been increased immediately on 
an advance in the price of raw cotton. 
The Special Commissioners had decided 
in the company’s favour, holding that the 
method adopted by the company in dealing 
with its “ base stock ” was one recognised in 
cotton-spinning and was in accord with 
sound commercial practice. Vaisey, J., had 
reversed their decision and was upheld by 
a unanimous Court of Appeal, Singleton 
and Birkett, L.J.J., giving judgments and 
Hodson, L.J., concurring. 

The argument for the company most 
strongly advanced was that the Special 
Commissioners’ decision was a finding of 
fact for which there was evidence, and so 
the Court had no right to interfere. It was, 
however, held to be a mixed question of fact 
and law. Singleton, L.J., in the course of a 
long examination of the facts of the case 
and of the relevant authorities, summed up 
the position: 


The meaning of that is that those who 
use this principle prefer to look upon the 
base stock in precisely the same way as 
they look upon the machines. In other 
words, they are regarding the cotton, the 
‘raw material, as part of their fixed capital 
merely because it is on the machines. 
But it does not remain upon the machines. 
It passes through the machine in the 
course of a few weeks and is dealt with 
just as any other cotton, 


whilst towards the end of his judgment he 
said: 

I would state these general propor- 
tions: (1) You cannot arrive at the 
profits of the year without taking into 
account the value of the stock . . . at the 
beginning and at the end of the accoun- 
ting year. (2) The figures of stock are 
just as important as any other figures. 
Values may have to be estimated when 
market price is taken, but any departure 
from accuracy is reflected in the trading 
account. (3) Stock should be taken either 
at cost price or at market price, whichever 
is the lower. The company’s method of 
accounting does not meet these require- 
ments for the relevant year... . 


He held that, upon the facts, the Special 


Commissioners had misdirected themselye; 
in law. Birkett, L. J., quoting from Section 
29 (1) of the Finance Act, 1926, pointed oy 
as had Singleton, L.J., that the assessmen; 
had to be based on “ the full amount of the 
profits or gains .. . of the year preceding 
the year of assessment ” and, referring to the 
findings of the Special Commissioner 
mentioned above, said: 


I should have thought that the tr» 
question, properly formulated and pro. 
perly stated for the Special Commissionep, 
was this. Did the base stock method of 
accountancy for which this company 
contends correctly ascertain the {yl 
profits as enjoined by Section 29 fo 
income tax purposes? I do not think they 
really answered that question, ' 


and he reiterated the question whether the 
base stock method correctly ascertained 
“the full profits for income tax purposes 
of the year of assessment”? (italics ours’ 
although “for computing profits for the 
company’s purposes there was no fault to 
be found with it.” He concurred fully in 
the judgment of Singleton, L.J. upholding 
the basis contended for by the Revenue 
whereby the whole of the stock-in-trade was 
to be treated as trading stock and valued at 
cost. 

An economic argument for the company 
was that the cotton on and passing through 
the machines was part of its “ fixed capital,” 
although it would be difficult to imagine a 
better example of “‘ circulating capital.” 


Balancing charge—Sale of business to Crown— 
Whether business permanently  discontinued— 
Whether Crown a “ person”? succeeding—Sale 
as a going concern—Excess of sale consideration 
over written-down value—Whether balancing 
charge feasible—Income Tax Act, 1842, Section 
134; Schedule D, Cases I and II, Fourth Rule— 
Taxes Management Act, 1880, Section 62—- 
Income Tax Act, 1918, Sections 116, 132(2); 
133(1)(b), 166(10), 190; Schedule D, Cases ! 
and II, Rules 9, 11; Miscellaneous Rule 3—- 
Finance Act, 1926, Sections 31, 32; Government 
of India Act, 1935, Section 175—Income Tax 
Act, 1945, Sections 17, 57(2). 


Boarland v. Madras Electric Supply 
Corporation Ltd. (C.A. December 9, 
1953, T-R. 421) was noted in our issue of 
October last at page 330. Upon August 29, 
1947, the Government of Madras—conceded 
to be for the purposes of the case the Crown 
—had purchased the company’s electricity 
undertaking by the exercise of options which 
had been conditions of the original grat! 
of licences to the company. The considers 
tion, expressed in sterling, amounted t 
£1,611,437 and, assuming that a balancing 
charge was feasible under Section 17 ® 
the Income Tax Act, 1945, the amouml 
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hereof would be “ £850,000 or there- 
shouts,” although counsel for the company 
in successfully applying for leave to appeal 
o the House of Lords said that, including 
ihe two associated companies which would 
be affected, the total sum of tax involved 
yas just under £1 million. 

The Madras Government had taken over 
the company’s undertaking as a going 
concern and, substantially, all the com- 

y’s former staff continued in their work. 

By virtue of 11(2) of the Rules to Cases I 
and II of Schedule D, Income Tax Act, 
ig18, and Section 31(1)(a) of Finance 
Act, 1926, in ordinary circumstances 
the business of the company would have 
been deemed to have been permanently 
discontinued upon August 29, 1947 and 
the liability to a balancing charge would 
have been for the year 1947-48, the period to 
August 29 being the basis period upon which 
the 1947-48 liability would fall to be com- 
puted. Rule 11(2) is, however, only opera- 
tive where the successor to the business 
isa “person”; and the main argument 
in the case was that for the purposes of the 
Income Tax Acts the Crown was not a 
person, with the result that the rule did not 
apply and no assessment could be made. 
The Special Commissioners had found that 
there had been no discontinuance of the 
trade carried on by the company but that 
the word “ person ” in Rule 11(2) did not 
include the Crown, and had discharged 
the assessment. Upjohn, J., had reversed 
their decision and this was affirmed by a 
unanimous Court of Appeal, judgments 
being given by Singleton and Hodson, 
L.J.J.. Birkett, L.J. agreeing with both. 

Singleton, L. J., said that counsel for the 
company appeared to seek a distinction 
between the case and other cases where the 
State acquired property for the benefit of 
subjects. It was said that the Finance 
Acts were all addressed to subjects and 
charging orders or Sections could not there- 
fore include the Crown, which did not 
impose a tax upon itself; and there was 
stressed the wording of the preamble to the 
Finance Act, 1947, by which as in the case 
of other Finance Acts: 

The Commons in Parliament assembled 
... have freely and voluntarily resolved to give 
and grant unto Your Majesty the several 
duties hereinafter mentioned. 

His Lordship, however, said that whilst 
the old form of preamble was preserved 
it was recognised that the monarch’s 
freedom from taxation arose by virtue 
of the royal prerogative, and he referred to 
authorities which made it clear that the 
Crown was a person. Whilst this was 
conceded, it had, however, been contended 
that the Crown was not a person for income 
‘ax or, at best, for Schedule D, although 
the reasoning failed to satisfy him that the 


word “ person” should not be given its 
ordinary meaning in construing Rule 11(2) 
to Cases I and II of Schedule D. Counsel 
had referred to the dictum of Lord 
Macmillan in Rex v. City of London Commis- 
stoners, ex parte Gibbs (1942, A.C. 402; 
24 T.C. 221; 21 A.T.C. 1) to the effect that 
in the Income Tax Acts the word “ person ” 
was most generally used to denote “an 
entity of assessment ”’; but he, Singleton, 
L.J., said that there was in that case no 
such question and the citation was of no 
avail unless the word “ person ”’ throughout 
meant “ taxable person,” a submission not 
made by counsel. Continuing, his lordship 
said that by virtue of the prerogative the 
Crown was not chargeable under Schedule 
D and that it would be strange if Rule 
11(2) was not to apply where the 
purchaser of a business was the Crown. 
It was worth noting, he said, that Section 
17(1) of the Income Tax Act, 1945, dealt 
not only with balancing charges but also 
with balancing allowances. He agreed 
with the Crown’s argument that the word 
** person” in Rule 11(2) had to be given 
its ordinary meaning and that there was 
no difference whether the successor to an 
undertaking was the Crown, the Transport 
Commissioners or the Post Office, or any 
one else, although the prerogative conferred 
exemption from taxation. In support of the 
Crown’s argument, he had been referred 
to numerous uses of the word “ person ” 
in the Income Tax Act, 1918, as meaning 
other than a person taxable. 


Hodson, L.J., said he saw no reason 
why the word “person” in a charging 
Section should not include the Crown, 
although no question of taxing the Crown 
arose. There was, he said, no doubt 
but that the word “ person” was apt to 
include the Crown which, as a corporation 
sole, was therefore a “ person” under 
Section 19 of the Interpretation Act, 1889. 
The authorities were all one way and the 
company had perforce contended that they 
drew a distinction between the Crown 
in its personal capacity and as part of the 
constitution. Nevertheless, although the 
Crown Private Estate Acts had been 
referred to in support, he found no justi- 
fication for the distinction. In the number 
of cases where Crown servants had claimed 
exemption from taxation the claim had 
always been based on the Royal Prerogative 
and this had been applied by the Court of 
Appeal in Bank voor Handel en Sheepvaart 
N.V. v. Slatford, (1953, 1 Q.B. 248; 31 
A.T.C. 535), (noted in our issue of March, 
1953 at page 92). There the Master of the 
Rolls had held that 

The commonly used formula that the 

Income Tax Act does not bind the Crown 

conceals the true principle, which is that, in 

the absence of express provision to the 


contrary, the Crown and the rights of the 

Crown are not thereby prejudiced, 
and, as there was no prejudice to the Crown 
in construing “ person ”’ in Rule 11(2) so as 
to include the Crown, he could not distin- 
guish Slatford’s case by distinguishing 
between the King in person and servants 
of the Crown. All the judgments in that 
case appeared to him to be inconsistent 
with the company’s claim. He held that 
the word “ person ” is a general word and 
agreed with the Attorney-General that it 
was a question of construction whether in a 
particular case the Crown could claim 
prerogative exemption. 

The subsidiary point taken by the com- 
pany based upon C./.R. v. Barr (1953, 32 
A.T.C. 93) was not argued but reserved 
pending the decision of the House of Lords. 

Whatever may be thought of the policy 
of Section 17 of the Income Tax Act, 1945, 
and however much the ingenuity of the 
legal arguments for the company may be 
admired, there is no getting away from the 
essential absurdity of the position sought 
to be established. The fact that in this one 
case alone nearly £1 million is at stake 
would seem to indicate the desirability 
of its being made clear, by legislation, that 
the constitutional privileges of the Crown 
enure solely to Her Majesty and are not 
to be invoked for the benefit of any private 
person or sectional interest. 


Balancing charge—Coal merchanting company 
owning railway wagons—Vesting of wagons in 
British Transport Commissioners—Whether a 
sale—Non-rateable machinery—Finance Act, 1936, 
Section 22—Finance Act, 1940, Section 30— 
Income Tax Act, 1945, Sections 17, 68—Trans- 
port Act, 1947, Sections 5, 8, 29, 30, 31, 32, 34; 
35> 47(2), 49; Schedule VI—Defence (General) 
Regulations, 1939, Regulation 53. 

John Hudson & Co. Ltd. ». 
Kirkness (C.A. December 2, 1953, T.R. 
409) was noted in our issue of September, 
1953, at page 297. The company carried 
on business as a coal merchant and in 1947 
owned 633 railway wagons which were used 
in its business. These had all been requisi- 
tioned by the Minister of Transport in 1939 
and by virtue of Section 29 of the Transport 
Act, 1947, became vested in the Transport 
Commission. By Section 30(1) of that 
Act, compensation was payable on a scale 
set out in the Sixth Schedule, a basis upon 
which in computing the compensation 
payable to wagon owners no account was 
to be taken of the condition of the wagons, 
but only of age, size and composition. As 
Birkett, L.J., said in the course of his 
judgment: 

The vendor had no choice as to whether 
he would sell or not; that is admitted. He 
had no choice about the price or sum or 
compensation that he was to receive; that 
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was fixed by the Schedule. He had no choice 
whatever as to the form in which he would 
get his payment. He was to have it by way of 
British Transport stock, whether he liked it 
or not, 


and the fundamental point in this case 
was whether the transaction whereby the 
wagons became vested in the Transport 
Commission was a “ sale ” within the scope 
of Section 17 of the Income Tax Act, 1945. 
Upon the hypothesis that it was, there was 
liability to a balancing charge, and an 
assessment had been made for 1948-49 in 
the sum of £29,021, which had been con- 
firmed by the special Commissioners on 
appeal. Upjohn, J., however, had reversed 
their decision, holding that there had been 
no “sale”; and a unanimous Court of 
Appeal upheld his decision. 

Singleton, L.J., said that the questions 
for the consideration of the Court were: 


First, was there a sale in the ordinary 
understanding of the word? Secondly, is 
there anything in the provisions of the Trans- 
port Act, 1947, which ought to lead one to 
say that that which took place must, for the 
purposes of Section 17(1) of the Income Tax 
Act, 1945, be regarded as a sale? And these 
further points have been raised. Was there a 
compulsory sale? It is not admitted by the 
company that a compulsory sale would have 
the effect for which the Crown contends; 
and it is disputed that there was a compulsory 
sale. The fourth question . . . arises on 
Sections 34 and 35 of the Finance Act, 1948, 
from which it is claimed on behalf of the 
Crown that by analogy, one ought to say 
there was a sale, even if it did not appear 
elsewhere. 


Considerations of space preclude a 
detailed examination of the interesting legal 
arguments referred to in the judgments. 
In the end, it would seem that the issue 
depended upon which of two text-book 
definitions of “‘ sale” was to be preferred. 
Mr. Benjamin had written in Benjamin on 
Sale: 

By the common law a sale of personal 
property was usually termed a_ bargain 
and sale of goods. It may be defined to be a 
transfer of the absolute or general property 
in a thing for a price in money. Hence, it 
follows that, to constitute a valid sale, there 
must be a concurrence of the following ele- 
ments, viz. (1) parties competent to contract, 
(2) mutual assent, (3) a thing the absolute 
or general property in which is tranferred 
from the seller to the buyer, and (4) a price 
in money paid or promised. 

Upon the other hand, in Halsbury’s Laws of 
England, 2nd edition, volume 29, page 5, 
the definition of “ sale ”*—stated in Court 
to have been contributed by the late Scott, 
L.J.—is: 

Sale is the transfer of the ownership of a 
thing from one person to another for a money 
price, 

and it will be obvious why the company 
and the Crown had opposed preferences. 
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Despite, however, the cases relied on by the 
Crown to show that “ mutual assent ” 
did not matter, the Court, like Upjohn, J. 
took the opinion of Mr. Benjamin. Counsel 
for the company pointed out that by virtue 
of the wording of Section 292 of the Income 
Tax Act, 1952, no similar case could arise 
thereafter. Nevertheless, the case would 
seem to be of general importance irrespec- 
tive of its taxation aspect. 


ESTATE DUTY 


Gift by way of settlement—Trust for settlor 
and his four children—Settlor as trustee entitled 
to remuneration for managing trust property— 
Income applied for maintenance of children— 
Whether all benefit to settlor excluded—Customs 
and Inland Revenue Act, 1889, Section 11(1) 
—New South Wales Stamp Duties Act, 1920- 
1940, Section 102—Finance Act, 1940, Section 
43(2). 

Oakes v. New South Wales 
Commissioner of Stamp _ Duties 
(Privy Council, December 3, 1953, T.R. 
453) was a case in which owing to the close 
similarity of the New South Wales and 
United Kingdom statutory provisions the 
decision of the Privy Council is of import- 
ance. The deceased, who died in 1947, 
had carried on business as a grazier and in 
September, 1924, had executed a declaration 
of trust to the effect that as from July 1, 
1924, he had held and would thenceforth 
hold his grazing property in New South 
Wales and “ the rents, issues and profits 
thereof”’ as trustee upon behalf of himself 
and his four children, then all minors. 
Under one of the clauses of the deed the 
deceased was to be entitled to remuneration 
for work done by him in managing and 
controlling the trust property and he had 
fixed from time to time the amount of this. 
For each of the first six years he had received 
£3,000 and thereafter smaller sums which 
for each of the last three years before his 
death had been only £100. After deducting 
these and other outgoings the profits from 
the trust properties had been divided into 
five equal shares, one for himself and one 
for each child. The amounts credited to 
each child had been paid or applied 
either by him or by the child’s mother for 
maintenance or education or were paid to 
the child at the age of 21 years. The value 
of the trust properties at deceased’s death 
was £71,900, and the Commissioner 
claimed duty on the estate on the basis 
that it included the whole of this sum whilst 
the appellant contended that only one-fifth 
was dutiable. The appeal to the Privy 
Council was from a judgment of the High 
Court of Australia affirming by a majority 


a judgment of the Supreme Court of Ney 
South Wales, but was dismissed, Lord Reid 
giving the decision of the Court. 

By Section 102(2)(d) of the New Soup, 
Wales Stamp Duties Act, 1920-1940, 
there had to be included in the deceased's 
estate: 

Any property comprised in any gift mage 

by the deceased at any time . . . of whic 

bona fide possession and enjoyment has not been 
assumed by the donee immediately upon the 
gift and thenceforth retained to the entire 
exclusion of the deceased or of any benef 
to him of whatsoever kind or in any way whatsoe 
whether enforceable at law or in equity or not... 
This provision, as Lord Reid pointed out 
corresponds substantially with. Section 
43(2)(a) of the United Kingdom Finance 
Act, 1940, except that for the words ip 
italics there is the phrase: “‘Any benefit to 
him whether by contract or otherwise.” 

For the Commissioner, it was contended 
that there was not entire exclusion of the 
deceased from benefits. He founded mainly 
on (1) the applications of the children’s 
income to maintenance and _ education 
as in relief of the deceased’s obligation to 
maintain, (2) the deceased’s power to take 
and his having taken remuneration a 
trustee, (3) certain powers of the deceased 
under the trust deed to deal with the trust 
properties and to purchase them subject 
to conditions and (4) the residence of the 
deceased with his family upon the trust 
property. This point, Lord Reid said, 
had not been referred to in the case stated 
but had been raised in the Supreme Court. 
It might well be, however, that residence 
by the deceased as trustee and manager was 
necessary to proper management. There 
was nothing to show whether this residence 
was an advantage and, moreover, it was nol 
clear whether it went beyond his rights 
as co-owner. An important feature of the 

judgment was the declaration: 

In their lordships’ judgment, it is now clear 

that it is not sufficient to bring a case within 
the scope of these Sections [those referred to 
above] to take the situation as a whole, and 
find that the settlor has continued to enjoy 
substantial advantages which have some 
relation to the settled property; it is necessary 
to consider the nature and source of each of 
these advantages and determine whether ornot 
it is a benefit of such a kind as to come within 
the scope of the Sections. 
Applying this criterion to the benefit 
claimed to arise to the deceased from his 
application of the children’s trust income 
to their maintenance and education, as the 
result of an analysis of the position which 
may appear to be somewhat divorced from 
reality the conclusion reached was that 
even assuming an advantage: 
that advantage, however, was not at the 
expense of the children, and did not impair 
or diminish the value of the gifis to them o 
their enjoyment of it. 
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jnd although “the pomnt 1s not actually 
covered by authority ” it was held that the 
contrary view would be difficult to reconcile 
yith the House of Lords speeches in 
§j, Aubyn v. A. G. (No. 2), (1952, A.C. 15; 
yo A.T.C. 193). There, Lord Radcliffe, 
referring to an earlier case, said it was mis- 
ken reasoning which deduced that: 

all benefits are within the mischief of the 

Section whether they are by way of reservation 

out of the subject-matter of the gift or not, 
whilst in the same case Lord Simmonds said, 
referring to the Section: 

But the words and particularly the word 

“exclusion” are singularly inapt to cover a 

benefit which does not arise by way of reserva- 

tion out of that which is given. 

In other words, the income was applied 
to the children’s maintenance and educa- 
tion and the fact that such application 
incidentally reduced the obligations of their 
parents was, in fact, irrelevant in consider- 
ing “ benefit.” For similar reasons, their 
lordships rejected this ground of the judg- 
ment of the Supreme Court of New South 
Wales that the linking of the interests of 
the beneficiaries resulted in a benefit or 
advantage to each share which brought 
the case within the Section. They held, 
however, that the receipt of remuneration 
was clearly an advantage or benefit 
athough it was well established that a 
reserved “ beneficial interest in property ” 
was not a benefit within the Section. The 
right to take remuneration was not such a 
beneficial interest and, in the event of a 
change, a new trustee could not be said 
to take a beneficial interest in the trust 
property. The remuneration must come 
out of the trust property and so diminish 
the amount available for division amongst 
the beneficiaries. Having so found, their 
lordships found it unnecessary to deal with 
the Commissioner’s other contentions, 
although they had earlier dealt with and 
ejected one alleging an early mis-applica- 
tion of the trust income. 

The judgment, based on the St. Aubyn 
decision, may apparently be summed up in 
astatement that to be a “ benefit ’’ within 
the Section there must be something which 
isasubtraction from what is given and the 
term does not extend to an incidental or 
collateral advantage, however great, arising 
to the donor which is without detriment 
to the donee. 


\1) Shares in family company—Basis of valua- 
ln—Furisdiction of Court (2) Legacy Duty 
—Legal costs of solicitor-executor—Power to 
tharge— Whether gift—Rate of duty—New South 
Wales Stam Duty Act, 1920-1940, Sections 
101(d), 124(4), 127(1)(c), Schedule VII. 

New South Wales Commissioner 
of Stamp Duties v. Pearse (Privy 
Council, December 9, 1953, T.R. 461) 


was a case which involved two separate 
issues, one of major and the other of minor 
importance, and as the latter represented 
neither in its facts nor in the result anything 
novel it would not seem to call for further 
comment. The other issue was far otherwise 
and constituted an interesting illustration 
of the modern form of the old conflict 
between the Crown and the Courts especi- 
ally in matters relating to taxation, the 
former being now represented by the 
Revenue Departments. The judiciary 
has always regarded with jealous eyes 
any statutory provision excluding it from 
considering questions of substance and many 
such provisions, plainly intended to give 
unfettered discretion to the executive power, 
when weighed in the judicial balances 
have been either found wanting or their 
application has been modified in response 
to judicial criticism. 

The deceased, who died in 1946, held 
2,986 ““B” Ordinary shares in Plashett 
Pastoral Co. Ltd., a family company running 
a station known as Plashett, its assets 
consisting almost entirely of land and 
improvements thereon and livestock. He 
did not hold a majority of the shares and 
neither he nor his executors could have 
forced a winding-up against the wishes 
of the other shareholders. He had, however, 
the right to be managing director and chair- 
man for life. The company was admittedly 
one the shares in which were not and by 
reason of the articles could not be listed 
on a Stock Exchange, and the issue in 
the case was the basis upon which they were 
to be valued for estate duty. The executors 
contended for a valuation at £2 6s. 6d. per 
share, according to the valuation of a firm 
of Chartered Accountants, based upon the 
average of net profits for the five years ended 
June 30, 1945, capitalised at 7 per cent. 
The Commissioner refused to accept this 
figure and, in exercise of his powers under 
Section 127(1)(c) of the New South Wales 
Stamp Duties Act, 1920-1940, adopted the 
sum of £7 16s. 1od. per share as being 
the sum which, in his opinion, the holders 
of the shares would have received in a 
winding-up. The executors demanded a 
case for the opinion of the Supreme Court 
of New South Wales and Lord Cohen, 
giving the judgment of the Privy Council, 
said it was apparent from ‘the Supreme 
Court judgments that the real contest there 
was whether the Court had jurisdiction 
to substitute its own discretion for that of the 
Commissioner on the mode of valuation. 
The Court held that it had; its decision had 
been unanimously upheld by the High 
Court of Australia and was now confirmed 
by the Privy Council. 

Section 127 of the Act deals with the 
valuation of shares in companies and Section 
127(1) (c) is as follows: 


Notwithstanding anything contained in the 
foregoing provisions of this sub-Section the 
Commissioner may in his discretion adopt 
as the valuation of a share of any class in any 
company the shares of which of that class 
are not listed on a Stock Exchange such sum 
as in the opinion of the Commissioner the 
holder of that share would have received in 
respect of that share in the event of the com- 
pany being voluntarily wound up... . 
Unfortunately for the Commissioner, 
Section 124 of the Act, setting out the 
appeal provisions, enabled a dissatisfied 
administrator to demand a case for the 
opinion of the Supreme Court, and by 
Section 124(4): 
On the hearing of the case the Court shall 
determine the question submitted, and shall 
assess the duty chargeable and also decide 
the question of costs. 


Lord Cohen, giving the judgment of the 
Council, said that their Lordships found 
themselves in complete agreement with 
the reasoning of the High Court of Australia 
as expressed in “the following extracts 
from the judgment prepared by Mr. Justice 
Williams,”’ from which there may be quoted: 
There can be no question that if the statute 
intends that a discretion shall be exercised 
by a particular person and not by the Court, 
the jurisdiction of the Court is confined to 
supervising its exercise so as to secure that it is 
exercised according to law . . . the discretion 
must be exercised, in the words of Lord 
Macmillan . . . bona fide uninfluenced by 
irrelevant considerations and not arbitrarily 
or illegally. 

If the duty is imposed on the Court of itself 
assessing the duty chargeable it seems to us 
necessarily to follow that the Court must 
itself value the property included in the 
dutiable estate. 

Their lordships held that as Section 124 
conferred such wide general powers of 
review both of fact and of law and imposed 
on the Court the definite obligation to 
assess the duty it was impossible to affirm 
that Section 127 (1) (c) denied the Court 
the right to question both the mode of 
valuation and the value adopted by the 
Commissioner. They held that the Court 
had unfettered power of review of the 
Commissioners’ conclusion and that to 
hold otherwise would mean that if enquiries 
by the Court showed that valuation under 
Section 127(1) (c) would not give the 
real value it would be powerless to rectify 
the matter. In the course of his judgment, 
Lord Cohen said that whilst both of the 
Australian Courts had held that Section 
127(1) (c) was not properly applicable 
their lordships did not read their decisions 
as excluding all reference to the assets of 
the company in arriving at the proper 
valuation of the shares but only that it was 
wrong to have reference only to value on 
liquid ation. 


147 


_ 
/ 
j “ 
red to 
e, and 
enjoy 
some 
essary 
ach of 
or not 
™ ; 
enefit 
n his 
come 
s the 
vhich | 
from 
that 
t the 
: bes 
m of 
|| 


ENTERTAINMENTS DUTY 
Entertainments duty—Corporation putting on 
concerts—Concerts including turns or perform- 
ances by variety entertainment performers— 
Whether “‘ recitations’ —Whether concerts “* music 
hall or other variety entertainments *’—Finance 
(New Duties) Act, 1916, Section 1; Finance 
Act, 1935, Section 1(3); Finance Act, 1946, 
Sections 7, 8; Finance Act, 1952, Sections 2, 3. 

Eastbourne Corporation v, C.I.R. 
(Ch. December 11, 1953, T.R. 471) was 
a test case to settle a dispute between the 
plaintiffs and the Customs and Excise 
about whether there was statutory exemp- 
tion from entertainments duty in respect 
of five concerts put on in 1952 in the 
Winter Garden, Eastbourne, by the Cor- 
poration which owns the property. By 
Section 8(1) of the Finance Act, 1946, 
exemption from duty on payments for 
admission was given where two conditions 
were fulfilled. First, that the entertainment 
consisted of one or more of nine items listed 
under heads (a) to (i) of which only two 
““(c) a performance of music (whether 
vocal or instrumental) ” and “ (f) a recita- 
tion ” were relevant. Secondly, the Com- 
missioners of Inland Revenue had to be 
satisfied that: 

the entertainment is provided by a society, 

institution or committee which is not conducted 
or established for profit and that the aims, 


objects and activities of the society, institution 
or committee are partly educational. 


Only the first condition was under con- 
sideration, and Danckwerts, J., in his judg- 
ment said that there might be other proceed- 
ings to determine whether the Corporation 
complied with the second condition. This 
fact, he said, severely fettered his jurisdiction 
and made the form of action “ not particu- 
larly convenient” for dealing with the 
questions which the parties wished to have 
decided. 

By Section 1(3) of the Finance Act, 1935, 
as amended by Section 7 of the Finance 
Act, 1946, reduced rates of duty were to 
apply in certain cases where all the per- 
formers were actually present and perform- 
ing and the entertainment consisted solely 
of one or more of eleven listed items includ- 
ing “a recitation” and “a music-hall or 
other variety entertainment.” The judge 
refused to accept dictionary definitions of 
** recitation ” which were alleged to cover 
the various “apparently impromptu ” 
but “ carefully prepared ”’ observations of 
the performers. He -preferred common- 
sense tests, and said he could not conclude 
that it was intended to include as “ recita- 
tions ” ; 

Something of the nature of a monologue 

given by that very excellent comedian Mr. 

Robb Wilton or, indeed, the sparkling enter- 


Tax Cases—Advance Notes 


By H. MAJOR ALLEN 


Cuancery Drvision (WyNN-Parry, J.) 


Hamerton v. Overy. February 17, 1954. 
Facts—Dr. Hamerton was employed 
as full-time consultant anesthetist by the 
South-East Metropolitan Regional Hospital 
Board. He claimed a deduction under the 
provisions of Rule 9 of Schedule E in respect 
of the following expenses: 
Part cost of telephone; 
Wages and keep of maid to take messages; 
Subscription to the Medical Defence Union 
(membership of which was a condition 
of his contract with the Board); 
Initial and annual allowances upon the cost 
of his motor-car. 
The Commissioners on appeal refused to 
allow any deduction. 


Decision.—Held, that the appeal against 
the Commissioner’s decision failed. 
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Lomax v. Newton (see ACCOUNTANCY, 
November, 1953, page 364) followed. 


Edwards v. Bairstow and Harrison. 
February 17, 1954. 

The facts of this case were reported in 
Accountancy for September, 1953, at 
page 299. The case came before Upjohn, J. 
on April 28, 1953, when he remitted it to 
the Commissioners to hear further argu- 
ment. Following that argument, the Com- 
missioners held that the transaction in issue 


was not a venture in the nature of trade and 
discharged the assessment. 


Decision —Held, that there was evidence 
upon which the Commissioners could 
properly have so found. Crown’s appeal 
dismissed. 


tainment given by Messrs. Richard Murdoc), 
and Kenneth Horne, or, indeed, the bright 
entertainment provided by Mr. Tommy 
Fields. It is not necessary for me to consider 
whether “ Flotsam ” was guilty of a recitation 
or not.... 
He held that in three of the five concer 
there was an element which could not be 
brought within the exemption contained jp 
Section 8(1) of the 1946 Act, but that the 
fourth, a “light musical concert” which 
was not a “ variety entertainment,” wa; 
within it. The fifth was a “ Gracie Fields 
concert,” and after the evidence of “,; 
number of experts (or persons who were 
termed experts),” he held that one of them 
came closest to a true picture of the situa. 
tion when he said that: 
An entertainment, given in conditions such 
as those which prevailed in the case of thes 
five entertainments, became a variety enter. 
tainment if it was dominated by a well-known 
variety performer doing the act which he orshe 
did in the variety theatre, or in a recognised 
variety performance. 
By this test he found that all but the one out 
of the five concerts were “‘ dominated and 
coloured ” by the presence of variety enter- 
tainers and became variety entertainments. 
The judge’s common-sense approach to 
the issue will undoubtedly commend itself 
to most people although common sens 
is not a special feature of the tax itself. 


Beak v. Crabtree. February 17, 1954. 

Facts—On an appeal by the taxpayer 
the Commissioners found that a transaction 
was not an adventure in the nature of trade, 
basing their decision on the ground that 
“‘ being an isolated transaction, the profit 
was not taxable.” 


Decision—Wynn-Parry, J., remitted the 
case to the Commissioners for a finding 
on whether the venture was, or was nil, 
in the nature of trade, apart altogether 
from its being an isolated transaction 
He reminded the Commissioners that there 
were circumstances in which silence wa 
golden. 


Dreyfus Foundation v. C.1.R. February 
17, 1954- 

Facts—The Foundation was established 
abroad for charitable purposes only. It 
claim for exemption from tax was rejected 
by the Revenue upon the ground thi 
“established” in Section 447(1) (b); 
Income Tax Act, 1952, means “ estab ed 
in the United Kingdom.” 

Decision.—Wynn-Parry, J., felt hims¢! 
bound to follow C.I.R. v. Gull (21 T.C. 374) 
and accordingly dismissed the Foundation’ 
appeal against the Revenue. 
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FINANCE 


The Month 


in the City 


Gilt-Edged Advances 


DuRING A PERIOD WHEN THE GENERAL LEVEL 
of security prices has changed little, the 
main feature is that, while fixed interest 
stocks in general have fluctuated in value 
with a modest decline on balance, the 
Funds have improved almost without inter- 
ruption. It must be added, however, that 
this improvement has been slight and that 
imedeemable stocks lost a little ground in 
the first half of the month, when other 
sections of the Funds were rising. Among 
equities, some commodity shares have been 
under the influence of short-term develop- 
ments. For example, the very sharp rise 
in the price of tin followed the evidence of 
benevolent neutrality by America to the 
proposed international agreement and the 
subsequent announcement of continued 
buying from Indonesia at market prices. 
Again, the advance in gold shares resulted 
mainly from political considerations. Mean- 
while, industrial Ordinary shares have been 
influenced mainly by company announce- 
ments and have improved a shade on 
balance. It is not very evident why the 
stock market should have remained rather 
optimistic in face of a fall in turnover. Each 
week that passes brings a new demand for 
higher wage rates and the settlement of the 
sporadic strikes in the electrical trades for 
a payment of 2d. per hour was immediately 
followed by a new demand of similar 
amount. Production and overseas trade 
remain fairly satisfactory in over-all volume, 
but in February the decline in dollar earn- 
ings Was again considerable. Finally, if the 
current balance of revenue is satisfactory, 
the publication of the Civil estimates 
showed that the rise in total Government 
outlays has not been checked. It is even 
probable that actual outlays on defence will 
be higher in the new year than in that just 
ended, and they may even be higher before 
“axing account of the fact that dollar aid 
in this sector is reduced. Further, such news 
% arrives from the U.S.A. on the matter of 
production and demand suggests that the 
Position is scarcely being held. There is, 
however, one possibly decisive exception 
lo this rule in that the demand for new cars 
8 larger than was expected and that there 

ve been considerable re-engagements of 
labour in the motor industry. 


Trends in Long and Short Rates 


While the improvement in the Funds had 
carried the general index by the end of the 
second week in the month to 101-12, equal 
to the level of mid-November (which was 
the highest since a few days after this 
Government assumed office), the discount 
market had been having a_ different 
experience. For some reason not yet 
explained, the rise in tender bills in issue 
had been less than normal in the closing 
quarter of last year and the fall in the past 
quarter has also been subnormal. But from 
the standpoint of the market this was largely 
counteracted by a rise in outside applica- 
tions, and despite somewhat higher bids 
the market has in fact received diminished 
percentages of the total. At this stage the 
Bank took a hand by ceasing to make money 
easy, and the market was “in the Bank ” 
three times within seven days. As a result 
both rates for both Treasury and fine banks 
bills were raised, the former on the allot- 
ment from £2 1s. 383d. to £2 2s. 2-61d. 
and the latter by ;, to 2,5; per cent. This 
wipes out the fall of three weeks before. 
One explanation of the high demand for 
bills is that there has been some influx of 
foreign money to London—an influx which 
may be encouraged by the further rise in 
the rate to be earned in the bill market. The 
changes between February 22 and March 
19, as reflected in the indices of the Financial 
Times, are as follows : Government securi- 
ties from 100-32 to 101-44 ; fixed interest 
from 112-33 to 112-36; industrial Ordinary 
from 136-5 to 137-1, and gold shares from 


91-64 to 95°23. 


Glasgow Loan Failure 


The most interesting issue of the month has 
been the resumption of local authority 
borrowing after an interval of six months 
with an offer by Glasgow Corporation of 
£5 million of 3} per cent. stock 1971-73 at 
a price of 98. This marked a stepping down 
of the coupon rate to a new low level. 
Glasgow has a reputation for borrowing 
very cheaply, as indeed it has done on this 
occasion, but it was difficult to place any 
value on this factor since the latest issue on 
the market for cash was in 1926 when the 
outbreak of the general strike reduced the 


price of the new stock to } discount despite 
an oversubscription. On this occasion it 
seemed that mathematically the offered 
terms might be considered just acceptable 
by investors, but in the event 65 per cent. 
of the total was left with the underwriters, 
despite some further improvement in the 
Funds prior to the opening of the lists. A 
good deal of the buying of Funds was 
concentrated on the 4 per cent. issues and 
this continued despite the failure of the new 
offer and despite some disappointment at 
the failure of the authorities to reduce Bank 
Rate. The offer coincided with two more 
speculative issues of shares in predominantly 
Glasgow companies, Peter Keevil and George 
Walker and A. A. Stuart & Sons (Glasgow), 
both of which were oversubscribed, that 
for the Ordinary shares of the former some 
sixteen times. 


Second C.D.F.C. Loan 


The very end of February brought the 
announcement of a second loan by the 
Commonwealth Development Finance Corporation, 
an operation of which there had been 
unofficial reports long before the first 
operation was announced. This was the 
advance of £2 million in 5 per cent. 
15-year stock at 98} to the Electricity Supply 
Commission of South Africa to expand power 
supplies for the development of gold and 
uranium in the Rand and Orange Free 
State areas. Seeing the minor contribution 
which seems to be made by gold to the 
solution of the world’s troubles one may 
regard with mixed feelings a state of affairs 
in which such huge sums are spent on its 
extraction. But while it remains in demand 
it is certainly desirable that a development 
should be pushed ahead which not only 
improves the sterling area balance of pay- 
ments but serves to attract dollar capital 
into certain South African enterprises. 


J. Sears Finance 


The first accounts of 7. Sears @ Co. 
( True Form Boot Co.) under the management 
of Mr. Charles Clore show that shop 
properties have been sold to bring in over 
£4°5 million, leaving revalued freehold and 
leasehold properties of £4 million. Some 
further sales are contemplated, but these 
will leave the group with all its factories 
and some shops to a total value of some 
£3 million. The money realised has been 
used to repay £1 million odd of debentures 
and the remainder, less a small amount for 
the development of the original business, . 
is to be invested in ‘‘ sound and progressive 
businesses.”” Mr. Clore says that these may 
not be easy to find unless certain projects 
now in view materialise. Even if no suitable 
outlet is found in the immediate future, 
it is hoped to maintain net profits despite 
higher rent charges. 
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Points From Published Accounts 


Replacement Accounting— 


THE BASIS OF THE BELIEF OF MANY ACCOUN- 
tants that depreciation should be computed 
on replacement costs is that a company 
is a continuing entity which should be 
self-sustaining. Those who plant the seed 
in the first instance, the shareholders, 
may perhaps expect not to be bothered with 
these problems but merely to pick the 
profits crop each year. Yet, if challenged, 
they would be most reluctant to regard 
their shareholding in the same way as 
their motor-car, washing machine, lawn 
mower, or other items of capital equipment 
which are all regarded as expendable 
items and debited to the current year’s 
revenue (or mortgaged on future revenue! ) 

Since the investing public is intimately 
affected by the extent to which its capital 
is husbanded—even if it does not show its 
concern—companies should be at pains 
(a) to preserve the capital assets of their 
shareholders by allowing depreciation at 
(enhanced) replacement costs and (4) show- 
ing precisely on paper what they are doing 
with the assets in this regard. Without know- 
ing that the rea/ depreciation on assets (based 
on replacement costs), has been charged as a 
cost, shareholders cannot know what is the 
amount of real profits, and how those profits 
are related to dividends. To give but one 
recent instance—here the company at 
least deserves credit for giving the informa- 
tion—Associated Commercial Vehicles states 
categorically in a footnote to the accounts 
that the depreciation provided is based on 
the amounts claimable for income tax 
purposes. But roughly two and a quarter 
times the depreciation provision is added 
to reserves and carry-forward from the 
latest profits. What were the real profits? 

Would it help the shareholder if the fixed 
assets were revalued? Without knowing 
the condition of the assets he would be 
little better off, but in some instances there 
might emerge more clearly the relationship 
of depreciation plus profits retentions to 
the replacement liability ahead, the relation- 
ship of cash resources to future replacement 
expenditure, and the adequacy or other- 
wise of the relationship between net profits 
and dividends. It is generally believed that 
some sections of the textile industry are 
living on capital through inability to 
_ provide for replacement at current values 
of the assets that are wearing out, and 
that only the redundancy of assets in the 
industry has veiled the dangers of this 
policy. But this point has, so far as the 
writer is aware, never been made crystal 
clear in the published accounts of any 
textile company. 
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There has not been time for recommenda- 
tions of the Society in these matters (see 
ACCOUNTANCY, January, 1954, pages 7-8), 
to be translated into fact in published 
reports and accounts. It is devoutly to be 
hoped that there will soon be inroads 
made into the practice of leaving share- 
holders in the dark. ‘Transfers of undistri- 
buted profits to general reserve or to some 
other reserve, or additions to the carry- 
forward, may possibly have a very scientifi- 
cally calculated content—but no one 
outside a handful in the company’s board- 
room or higher administration really 
knows! 

Unfortunately for investors it is a truism, 
as was stated in our January issue (page 6) 
that the final decision on the methods of 
accounting adopted is most frequently 
not made by the accountants, and that the 
directors themselves submit the accounts to 
shareholders. The revolution in accounting 
thought has come from accountants; on 
the evidence, must it not be the shareholders 
who will fan the revolutionary flame of 
desire for realistic accounting? 


—Treatment of Depreciation in 
Practice 


Examining a batch of published accounts 
for their treatment of depreciation, we find 
that English Electric makes again this year a 
transfer to “ depreciation equalisation re- 
serve,” but it is only a modest £25,000. Borax 
Consolidated notes that the depreciation 
provided contains no provision for amorti- 
sation of mines and deposits, and takes 


‘ £500,000 to reserve for obsolescence and 


replacement of assets after striking the net 
profit. The chairman states: “‘ The board 
have set up this reserve towards meeting 
the amount which may ultimately be 
required in addition to the normal deprecia- 
tion provisions to make good the full cost 
of replacement of physical assets.”” In other 
words, the transfer does not appear to be 
calculated with any attempt to measure 
depreciation on a_ replacement basis. 
Stocks are shown “‘ at or under cost.” 
Massive indeed are the stocks of Imperial 
Tobacco (of Great Britain and Ireland). Th 
are described as: “Stock at or below 
approximate costs and advances to leaf 
buying organisations abroad.” The com- 
pany shows that the windfall arising from 
the reduction in tax last year has been taken 
direct to revenue reserves, virtually without 
bringing it into the profit and loss account— 
this is much the best way—and to simplify 
presentation the trading profit is shown 
after deducting depreciation, interest, etc., 
full particulars being given in a footnote. 
These sums are not aggregated, so that 


shareholders have to work out for ‘hemselyes 
how the prime trading profit has altered, 
And even then they are not toid in th 
accounts or the directors’ repori that the 
earlier trading profits included the fing| 
windfall resulting from the use of tobacog 
leaf bought before sterling devaluation, 
The net amount of this windfall is, however, 
shown as being deducted from profits and 
taken to reserve. 


Webbs (Aberbeeg) has reduced the “amount 
written off fixed assets ” from £50,000 toa 
precise £21,851. The accounts do not show 
how this sum has been specifically applied, 
but the chairman appears to give this 
information in his speech with the accounts, 
If that view is correct, then the lates 
figure is non-recurring, and there is con. 
firmation for this in that it is deducted 
from net profit after taxation. 


Donald Macpherson set aside in the year 
before the present accounts £18,084 for 
additional depreciation of plant and 
machinery, a precise sum which sug. 
gests that the directors are tackling the 
replacement problem scientifically. But 
there is no evidence of this in the account, 


Dividends Gross and Net 


Donald Macpherson has a_ three-tiered 
profit and loss account. The second part 
begins with the net profit before tax on the 
right-hand side, and from this is deducted 
income tax and profits tax. On the opposite 
side the dividends paid and proposed are 
shown at their gross amount, and from them 
is deducted tax at gs. in the £. After trans- 
ferring sums to general reserve and pension 
fund, a residue is then carried down which 
is, in fact, the unallocated net profit of the 
year. This is added to the balance brought 
forward, along with an excess tax provision, 
and after setting aside a round figure this 
year for additional depreciation of plant and 
machinery the balance to be carried forward 
is struck. 


Pawsons and Leafs shows its dividends at the 
gross amount. The appropriation account 
opens with a net profit before providing 
for tax. On the opposite side is shown 
the gross dividend, and the tax content of 
this is deducted from the income tax debit. 
The taxation position is set out as follows, 
comparative figures being omitted here for 
the sake of simplicity: 


PROVISION FOR CURRENT TAXATION 
Income Tax, 1953-54 . 54,546 
Less Transfer from Reserve 


for future Income Tax 54,546 = 


Profits tax for the year ended 
December 28, 1953 

Reserve for future Income 
Tax, 1954-55 

Less Tax to be recovered from 
Dividends és . 


56,000 


28,980 27,020 
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Profits Before Tax 


In logic a company does not attract 
distributed profits tax liability until it 
distributes profits. This must be the justi- 
fcation for Bowmaker striking a group 
“profit for the year after taxation” and 
then, when it comes to striking the balance 
wailable for the parent, following on by 
deducting the profits tax distribution 
charge. Then, presumably for simplicity, 
ihe prime trading profit is not shown. 
Instead, the account begins with a profit 
for the year before tax, and a panel shows 
the items which have been deducted and 
added before arriving at the figure. 

The next stages are to show the profit 
after tax, deduct profits retained by the 
subsidiaries, and then to add the amount 
brought forward and a tax over-provision. 
This sum is then described as the “ profit 
of Bowmaker Limited before appropria- 
tions.” From it are deducted a transfer 
io general reserve, the dividends paid and 
recommended, and the profits tax distribu- 
tion charge already mentioned. 

The practice of showing profits retained 
by subsidiaries as a single figure is general, 
but when the figure is in substantial 
ration to the dividends and the group 
net earnings, its detailed application 


(whether added to specific reserves or 
provisions, or simply added to the carry- 
forward of the subsidiaries) might well 
be disclosed. In the case of Bowmaker the 
group net profit after all tax is £143,660, 
with dividends taking £55,086, and the 
profits retained by the subsidiaries are 
£41,506. It would be enlightening for 
shareholders of this, and of other, companies 
to know the extent to which “ profits 
retained by the subsidiaries” are freely 
distributable. 

The chairman of Bowmaker is aware of 
shareholders’ needs, for he states that it is 
intended next year to make a full consolida- 
tion in such a way as will distinguish the 
trading activities from the principal 
business of hire purchase finance within 
the group. In the latest accounts the results 
of a manufacturing subsidiary are not 
consolidated, but full details are given 
in a footnote. 


Some Fine Accounts 
Bowater Paper Corporation tackles a formidable 
task of consolidation in commendable 
fashion. There are natural advantages 
for a group which can be said to be knee 
deep in the art of print, but the format is 
exemplary. An unusual point is that aggre- 


Readers’ Points and Queries 


Company Kept Alive to Receive 
Rent 


Reader's Query.—Two associated com- 
panies used the same premises and the 
same staff—overheads being apportioned 
oa turnover basis and any adjustment 
necessary being made on their current 
accounts. Company “A” dealt with 
wholesale firms and Company “ B” with 
etail firms. The two companies were 
tutirely separate for tax purposes. The 
ase of the premises occupied running to 
1966, was held by “ B.” 

For several years both companies made 
large losses, and they accordingly moved to 
cheaper premises and sub-let the previous 
premises at a profit rental of £375 per 
annum. 

They continued to make losses until it 
Was decided that they could no longer 
Continue trading. At this time “ B” was in 
debt to “on their current account in 


the region of £10,000. As ““B” held the 
lease of the former premises it was decided 
that this company should be kept alive (but 
cease its old trade), all ofits assets (except the 
lease), its liabilities and also the income from 
the profit rental being assigned to “ A” in 
satisfaction of the debt, which incidentally 
was increased by these transactions to 
approximately £14,000. “A,” being sol- 
vent, was then put into voluntary liquida- 
tion at the same date. 

Previous to ceasing its old trade, “B” 
had included the profit rental in its accounts 
and had thus reduced the losses brought 
forward. 

Is the Inspector right in now assessing 
Company “B” under Case VI and not 
allowing the losses to be utilised? 

I would emphasise that Company 
““B” is kept alive for the sole reason of 
paying and collecting the rents on the 
premises, and we have continued to make 


gate consolidated net profits attributable 
to the parent are shown after deducting 
interest on the loan capital of the overseas 
companies, but before deducting interest 
on the parent’s own loan capital. This 
charge is shown gross as well as less tax. 
Evidently the aim is to focus the priority 
of the service for British investors who took 
up the big loan stock issue in 1952—and the 
cover for the interest. 

Throughout the accounts comparative 
figures are close alongside the latest ones, 
with a bold blue edging border to every 
page. Last year a pale brown was used. 
There is the common omission which 
prevents shareholders from seeing at a 
glance the gross outlay on additions to the 
fixed assets. 

Both British Home Stores and John White 
Footwear Holdings present accounts that are 
admirably laid out. John White does not 
gild the net profits picture, as it makes an 
“* above-the-line ” non-recurrent debit of 
£20,200 income tax adjustment resulting 
from an internal reorganisation, which is 
equal to as much as 20 per cent. of the 
group net profit as shown in the accounts, 
This apart, the lay out is first-class, though 
full comparative figures for the fixed assets 
are again omitted. 


up and present to the Inspector accounts, 
to the same date as before, showing this 


profit. (N.B. Accounts made up to 
December 31 each year; old trading ceased 
October 31.) I feel that they are, therefore, 
continuing to trade to this extent, and could 
possibly be charged under Case I. Also, as 
the profit, anyway, is the property of 
Company “A,” could it be argued that 
there should not be an assessment on 
*“B”—nor on “A” as the liquidator is 
merely gathering in the assets? 

A further point has now arisen: 

We, as the accountants of Company “B” 
and liquidators of Company “A,” carry out 
the whole of the work involved in running 
the company—collecting and paying the 
rents, attending to the filing of annual 
returns and dealing with all tax matters, 
etc. It was agreed by the directors that we 
should receive remuneration. The Inspec- 
tor now states that no relief is allowable 
for this unless we are claiming that the 
company is now an investment company 
and that a management expenses claim is 
proper. This, of course, was not our inten- 
tion, as we consider it is an expense incurred 
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in the running of the business of the 
company. 

It will be appreciated that both Company 
“B” and the liquidation of Company 
“A” will both be kept open until 1966 (or 
the previous sale of the lease, which is 
unlikely) when both companies will be 
cleared up and finished with. 

Reply—alt is not enough that Company 
“B” is kept alive; the company is no longer 
carrying on the same trade. It is like an individual 
ceasing to sell goods and letting his shop. 

Which company has the excess rent is a matter 
of fact depending on the agreement. On the 
statement in the letter, it seems that “‘ B”’ has not 
assigned its lease and is therefore in receipt of the 
rent. All here turns on the documents, but it is 
difficult to see how *‘ A” is in receipt of any rent; 
** B” has assigned its income. 

In our view the Inspector is right regarding 
management expenses. 


Capital Redemption Reserve Fund 


Reader’s Query.—A company has a share 
capital as follows: 


10,000 Ordinary shares of £1 each f.p. 10,000 

10,000 Redeemable Preference shares 
of £1 each f.p. 10,000 
£20,000 


The preference shares are redeemed out 
of profits by the creation of a capital 
redemption reserve fund. This fund is then 
used to issue 8,000 £1 Ordinary shares at a 
premium of 5s. by way of a bonus. Thus the 
share capital becomes: 


18,000 Ordinary shares of £1 each f.p. 18,000 
Share premium account 2,000 
£20,000 


If the issue of the bonus shares at a 
premium is not contravening the Companies 
Act, 1948, it would be possible to use the 
share premium account for writing off 
fictitious assets, which in effect would be a 
reduction of the share capital. 


Reply.—The matter may not be entirely free 
Srom doubt but in our opinion the words “ in 
paying up unissued shares of the company” 
in Section 58(5) do not extend to “* paying up” a 
premium. 


Returns of Bank Interest 


Readers’ Query.—We are advised by one 
of the major banks that they furnish particu- 
lars under Section 29, Income Tax Act, 
1952, in cases where, even though the annual 
interest is less than £15 per annum, the total 
credited at one time (as a bulk sum for 
several years) exceeds £15. 

We should be glad to have an opinion 
on this. The obvious result is unnecessary 
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enquiries from the local Inspector, who 
observes less than £15 on the client’s 
return of income for the year in question. 
Moreover it was, we think, not the intention 
of the Act that annual interest of less than 
£15 should be dealt with. 

We have several cases recently of unneces- 
sary enquiries arising from information 
supplied under Section 29, which has been 
misleading to the Inspector through being 
incomplete as to the circumstances in 
which the amount of interest arose or the 
capacity in which the named individual 
held the account. Probably other prac- 
titioners are being troubled similarly. 


Reply.— The bank has no option but to return 
what the Act requires, namely, “‘ all interest 
paid or credited by him as aforesaid during a year 
specified in the notice.”” The proviso is that “* no 
interest paid or credited to any person shall be 
required to be included in any such return if the 
total amount of the interest paid or credited to 
that person which would otherwise have fallen to 
have been included in the return does not exceed 
£15." It will be seen that it is the amount 
credited that has to be taken into account, 
irrespective of the period to which it relates. 


Replacement Costs in Municipal 
Accounting 


Reader’s Query.—The note on page 42 of 
the February issue seems to misunderstand 
the nature of these “‘ repair and renewal 
funds.” A local authority meets its capital 
expenditure either by borrowing or by 
direct charge to revenue (i.e. rates). To 
avoid violent fluctuations in the rate call 
it is desirable that capital expenditure 
should be spread to some extent; but loans 
must be raised for at least seven years, 
which is too long for such items as lorries 
which may want renewing after four to five 
years. “‘ Renewal and replacement ” funds 
are simply to provide for rates to be levied 
for the building up of funds, a practice 
previously illegal (although not unknown! ) 

Whilst it will be necessary to have regard 
to the future replacement costs of the 
items to be bought from these funds there 
is no necessary or “direct” relationship 
between the funds and existing assets. 


Reply.—The reader seems to have missed the 
practical point that local authorities can, and 
have in some cases, made initial contributions 
to the new renewal and repairs fund in respect 
of existing assets equivalent to the contributions 
which would have been made had the contributions 
commenced on the acquisition of those assets. 
In these cases, it is necessary to consider whether 
to base the contributions on actual costs or replace- 
ment costs. For example, a boiler with 25 years 
life purchased in 1939 for £2,000 might now 
cost £4,000. Should the arrears of contributions 
and future contributions be based on £2,000 or 


£4,000? | 


Estate Duty—Marginal Relief 

Reader's Query.—The illustration give, 
in your note on “Estate Duty-—-Marging 
Relief” (Accountancy, December, 1959, 
page 394) appears to contain an erro 
in the method of calculating the duty pay. 
able on that part of the estate which ; 
agricultural property. 

I have always understood that in the 
event of marginal relief being claimabk 
the duty on the agricultural value js , 
rateable proportion of the reduced duty 
which would be payable on the whok 
estate under the relevant scale. This would 
make the duty payable as follows: 


55 per cent. of 55 per cent. on £200,000 60,50 
Add: Excess of estate over £200,000 .. 10,000 


a 


£70,500 


Proportion applicable to A.V.: 
100,000 


xX 70,500 = £33.57! 


210,000 


Reply.— The illustration in the December issu 
is correct. Section 28(1), Finance Act, 19 
says: ‘the scale... with a reduction of 5 
per cent., in each of the rates.’ Marginal relief 
is claimed only where it has the effect of reducing 
the duty otherwise payable. The rate of duty m 
an estate of £210,000 without marginal relief is 60 
per cent. and 55 per cent. of 6o per cent.on £210,000 
= £69,300. The reader’s idea of marginal relief 
would, therefore, increase the duty by over £1,200! 
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Industrial Buildings Allowances— 
Expenditure on Levelling Land 


Reader 


of a com 


Reader’s Query.—I refer to the February 
issue, page 56. I suggest that “ levelling” 
includes both “levelling down” and 
* levelling up’? and that neither “ B” nor 
“A” is eligible for industrial building 
allowances. 

This not only follows from the strict 
wording but is also the intention of the 
provisions which allow foundation work 
(trenching, banking, etc.) which will & 
valueless when the building’s life ends 
Where land has been “ levelled ” there isa 
permanent non-wasting asset on which n0 
allowance can be claimed. 

Reply.—Under the proviso to Section278 (1) () 
Income Tax Act, 1952, cutting and tunnelling 
expenditure is excluded from industrial buildings 
allowances but work done on land to be cover 
by a building or structure for the purpose 9 
preparing the land to receive foundations of 
building or structure is eligible expenditut 
if the work may be expected to be valueles 
when the building or structure is demolished. 

Preparing land to receive foundations normall) 
includes levelling. Levelling down may k 
included to the extent that it is not mere “cultimg. 
Whether the work may be expected to be valueles 
when the structure is demolished is a questi 
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» he decided on the particular facts of each case 
vi ordinarily the cost of levelling land to receive 
iyndations is part of the cost of the building 
, structure and Should be treated as such. The 
bland Revenue are prepared to accept such expendi- 
nv but will exclude the cost of levelling land 
rounding a building which is necessary to 
ford it light and access. 


Accountant’s Signature on 
Maintenance Claim 


Reader's Query—Amongst the taxation 

notes in the October, 1953 issue of Accoun- 
mncy, it was stated that maintenance 
ims would be accepted by the Inland 
Revenue when signed by an accountant 
sagent for his client. We have recently 
ubmitted a property maintenance claim 
m behalf of a client, and the Inspector has 
dused to accept our signature and stated 
hat he has not received any official instruc- 
lions to accept the signature of an 
accountant. ; 
Reply—it is surprising to learn that the 
inspector has received no official instructions as 
¢had it on the authority of Somerset House that 
wh instructions were being issued. We suggest 
yferring the Inspector to his Head Office. It may 
be that this is the first claim made on behalf of the 
lit, in which case there may be circumstances 
mn which it might be prudent to get the client’s 
signature in person. 


Sand and Gravel—Losses on Sale 
of Land 


Reader’s Query.—We are acting on behalf 
a company which extracts, cleans, grades 
pnd sells gravel and sand. It is negotiating 
0 buy freehold land from which to extract 
uther ballast and the contract may run 
nto several thousand pounds. 

From the tax point of view it seems that 
he cost of the land will be a capital asset 
hich will just waste away and at the end 
i the operations be worthless, and for 
hich no allowance can be obtained. This 
ems unfair but at the moment we cannot 
md any way by which we may charge, 
Peainst the money received from the gravel 
wld, the cost of the gravel as purchased 
hen part of the land. 

Can any suggestion be made to prevent 
company paying tax on, im effect, the 
0s proceeds, less raising and cleaning 
Xpenses ? 

This company is at present empowered to 
uy and sell land. If this was altered to 
ualing in the land, would the following 
uggestion be practicable? The company 
buy the land. As an area is worked out 
''s sold to another person, either to a 
“tector, in his capacity as a private person, 
‘0 a stranger as shooting land (this is 
possible) Naturally the sale price would 
ve far less for the given area than was paid 


for its purchase; therefore a loss will be 
made. This loss from dealing in land to be 
set-off against the profit from selling sand by 
Section 142 claim. 

But can a company be said to be trading 
if it knows that a loss can be the only result? 


Reply.—The land from which gravel and sand 
is extracted is assessable under Schedule A (Scott 
v. Russell, 1948 A.C. 422, 90 T.C. 419). The 
profits from the occupation of the land for the 
purpose of trade are caught by Section 124 (2), 
Income Tax Act, 1952, and the only charge that 
can be made in respect of the land is the net annual 
value. Any expense of reinstating the land 
Should, however, be regarded as a repair. 

The fact that a company has the power to deal 
in land is not conclusive on whether it is carrying 
on a trade, any more than an individual could be 
held to be trading in land unless he was, in fact, 
doing so. The only way in which it would be 
possible to have the loss on sale allowed would be 
if the company did other dealings in land so as to 
Show that it was carrying on a trade. 

A company can be trading even if it is known 
that a loss can be the only result, but it must be 
carrying on a trade to start with. 


Containers Charged to Customers 


Reader’s Point.—I notice in ACCOUNTANCY 
for February (page 71) a query from a 
reader on the treatment of returnable 
packages for income tax purposes. He may 
be interested in the methods adopted by my 
company, which have been agreed with the 
local Inspector of Taxes and have operated 
satisfactorily for about fifteen years. 

This company supplies its products 
wound on wooden reels and packed in 
wooden cases. Both the reels and the cases 


are charged to customers at inflated prices. 


and are returnable. The company en- 
deavours to persuade all customers to pay 
for reels and cases which have been in 
their hands for more than three months. 

For accounting purposes the transactions 
in respect of returnable packages fall into 
three classes: 

1. The purchase and write-off of the reels 
and cases: my company writes off all purchases 
in the year of purchase and the two next 
succeeding years on a straight line basis. 

2. The charging out to customers: packages 
charged to customers at inflated prices are not 
treated as sales, and in the books of account the 
charge and credits for returns are memorandum 
entries only, although they are carried in a 
second column in the normal sales ledger. 

3. Cash paid by customers for packages is 
brought into the books of account and credited 
to a separate private ledger account. Cash 
repaid to customers for packages previously 
paid for and then returned is debited to this 
account. 


At each audit date there is carried down 
as a credit balance on the account referred 
to in (3) above the total gross cash paid by 


customers during the last fifteen months, 
i.e. the current year plus one quarter of 
the previous year. This amount is regarded 
as a normal trade creditor for accounts 
purposes, and the difference on the account 
after inserting this balance is written-off 
as a credit to profit and loss account. It 
does in fact reduce the debit to profit and 
loss account in respect of reels and cases 
purchased and written-off. 

The period over which the cost is written- 
off, and the amount to be retained as a 
creditor in respect of cash paid by customers, 
would of course vary with the nature of the 
packages involved. 


Property Investment Company 


Reader’s Query.—Y our reply in the January 
issue (page 33) prompts us to ask your 
opinion on a recent problem. 

A property owning company assessed as 
trading—so that profits on the sales are 
taxable and losses allowable—made a 
maintenance claim on the excess repairs 
and management up to April 5, 1953. The 
Inspector, however, could not agree to the 
inclusion in the maintenance claim of 
expenditure on properties sold before the 
year of claim. For example, take five years’ 
expenditure to April 5, 1952, on all proper- 
ties owned—relief would be allowable in 
1952-53, but for properties sold prior to 
1952-53 the expenditure on repairs and 
maintenance would be disallowed. Norm- 
ally, this would be common practice, and 
not unreasonable, but it must be remem- 
bered the company is assessed as trading in 
properties. If, therefore, the company 
spends a considerable sum on repairs after 
April 5, 1952—that is, much more than the 
statutory allowance—with a view to realis- 
ing a handsome profit which is taxable 
under Case I of Schedule “‘ D,” the costs 
of repairs would be disallowed as being in 
the year of the claim. This appears to us 
unreasonable as the Inland Revenue have 
the tax on the buying and selling and 
restrict the relief for the repairs. 

Another point is that the Inspector has 
refused to allow for profits tax any relief 
agreed on the maintenance claim. 


Reply.—So long as the repairs are included in 
a maintenance claim it seems that the Inspector 
of Taxes has no option but to reject the expendi- 
ture on properties no longer owned. This is a 
case where it would have been better not to make 
maintenance claims and to charge the repairs to 
the Case I computation, particularly since profits 
tax is involved. 

With property owning and dealing companies it 
is nowadays usually preferable to charge the 
repairs in the accounts rather than make a mainten- 
ance claim unless, of course, heavy expenditure is 
incurred in the early years in respect of repairs 
which ought to have been done by a previous owner. 
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Publications 


EMPLOYEE REMUNERATION AND INCENTIVES. 
(Institute of Cost and Works Accountants. 
Distributors: Gee G Co. (Publishers), Ltd., 
London. Price 7s. 6d. net.) 


This is the latest addition to the series 
of publications of the Institute of Cost and 
Works Accountants on subjects of interest 
to accountants. As with previous volumes 
in the series it has been compiled by the 
Institute’s Research and Technical Com- 
mittee from material in the form of reports, 
based on the work of members, supplied by 
local branches. 

The subject matter falls into three parts. 
The first three sections are of an introductory 
nature and deal with the history of wages 
and the economic principles underlying 
their determination. There then follow 
three sections covering the various methods 
of calculating wages (time rates, piece 
rates and a variety of bonus systems) ; 
profit sharing and co-partnership schemes; 
and the circumstances in which each system 
is most suitable, the factors influencing 
methods of remuneration, incentives and 
present day trends. The final section of the 
book deals briefly with a number of current 
problems—national wages policy, the de- 
mand for greater productivity, the attitude 
of the trade unions (treated exceptionally 
briefly), working conditions, welfare, and 
so on. 

Thus the book is essentially a report 
of a group project undertaken by a pro- 
fessional body of accountants. As with all 
such projects the greatest benefit accrues 
to those taking part in the business of 
collecting and collating the material. 
Judged purely on this basis it can be said 
that the book gives an excellent report of 
the work which was carried out. It provides, 
too, a comprehensive account of the 
practical problems associated with the 
different forms of wage payment, especially 
those designed to give the worker an incen- 
tive to increase his output, and it consti- 
tutes a good summary of the main systems 
that are in operation. 

The weakest part of the book is Section C, 
on economic principles. For example, 
the demand for labour is included among 
the factors which determine the level of 
wages but there is no specific mention of the 
influence of supply as such, 

Appendix I, containing a “ dictionary 
of the main remuneration and financial 
systems,” is perhaps one of the most useful 
parts of the book, providing as it does a 
means of quick reference to the main terms 
used in connection with wage payment. 


154 


Interesting graphical comparison between 
the various bonus systems is provided in 
Appendix II. The bibliography lists three 
social histories but rather surprisingly no 
work on the economics of wages! 

The matter is well arranged and the facts 
are clearly marshalled, but just because the 
publication is a report it tends to become 
largely a collection of concise summaries, It 
would serve, therefore, as a work of reference 
—and would serve that purpose very well— 
but it is hardly a book one would care 
to take up and read straight through. 

j-L.H. 


A TEXT-BOOK OF ECONOMIC THEORY. By A. W. 
Stonier and D. C. Hague. (Longmans, Green 
& Co., Ltd., London. Price 25s. net.) 


A TEXT-BOOK OF ECONOMICS. By J. L. Hanson, 
M.A., M.ED., PH.D. (Macdonald and Evans Lid., 
London. Price 18s. 6d. net.) 


THE LIVELIHOOD OF MAN. By Honor Croome 
and Gordon King. (Christophers, London. 
Price gs. 6d. net.) 


An increasing number of professional 
bodies examine prospective members in 
economics—a fact reflected in the numerous 
text-books on the subject. The almost con- 
tinuous expansion in the number of these 
books suggests that no author has as yet met 
all requirements of the student, no doubt 
because of the breadth of the subject. As 
Stonier and Hague point out in their intro- 
duction, economics falls into three parts : 
descriptive, applied and theoretical. It is 
difficult enough to provide an adequate 
treatment of any one of these three branches 
within the scope of a single text-book, but 
these authors have performed their set task, 
which they wisely restricted to economic 
theory only, in admirable fashion. They 
further limited themselves by concentrating 
upon one stratum of the student population 
—those reading for Part 1 of the revised 
London B.Sc.(Econ.) degree. In the out- 
come, their book compares most favourably, 
both in content and readability, with the 
two leading American text-books which 
since the war have dominated undergradu- 
ate reading. It is in two main parts: the 
first, occupying two-thirds of the total space, 
deals with the theory of prices and the 
second with the basis of Keynesian employ- 
ment theory. The standard of exposition is 
extremely high throughout ; some chapters, 
especially, like those on competitive industry 
and monopoly, are models of clarity. The 
treatment of indifference curves is very full 
and would meet the requirements of the 


Part II degree paper in Principles gg 


Economics. Many undergracuates yim 

thank Messrs. Stonier and Hague and thea © 

publishers, who deserve congratu iation ypo, f qt 

the attractive typesetting and format, exam 
In contrast with Stonier and Hague, D, on 

Hanson has been very ambitious. Accor; 

ing to the dust cover, his book “ is writtey 

for all levels of students taking the py 

fessional societies’ examinations and { | 

University students requiring a gener os 

WAsy 


text-book as a background.” Furthermor, 
“it will also be valuable to masters jy 
schools where economics is taught ” as we 
as to “ the practising economist or account 
ant who requires a clear exposition d 
modern views on economics and_ the 
practical application in the _post-w 
world.”’ There is much in the book for which 
the author deserves commendation, no 
least for its almost terrifying “ complet 
ness.”’ It covers much economic and social 
history and most of the theoretical segment 
of economics, and provides intelligent com: 
ment on modern issues. Nowhere does Dr. 
Hanson “‘ pad ” his material. Some of hig 
sections, such as the exposition of the lay 
of comparative costs, are extremely good, 
Yet occasionally the book is quite hard 
going ; there are times when one yearns fa 
a little less solid and “ useful” matter f 
the examinee and more general and reaé- 
able discussion. For this reviewer, Dr 
Hanson has tried to do too much. Dr. 
Hanson anticipates this criticism when he 
writes in his preface “if a text-book writers 
to be of service . . . he must endeavour to 
satisfy the wide non-specialist needs.” This 
is quite true ; the numerous examination 
questions included in the book reflect the 
extraordinary breadth of what purport to 
be non-specialist papers. Herein lies the 
real problem. It should not be necessary 
for so much energy to be spent in bringig 
together this mass of condensed materia, 
which makes Dr. Hanson’s volume a refer 
ence book rather than a text-book. Thi 
work as it stands hardly does full justice 
the author’s powers of exposition and his 
style, which show themselves, despite tht 
great handicap of excessive comprehensivt 
ness, in a surprising readability. The pit) 
is that the publishing world has its owl 
economic problem—otherwise this 
good book might have been two very got! 
books. 

The last of the trio of text-books is ti 
least ambitious but by no means the leat 
attractive. This little book by Mrs. Croost 
and Mr. King is designed for the sixth 
forms of grammar schools, where its contet! 
should be supplemented by the teachers 
comments and explanation. It is con® 
yet extremely readable, and would prove# 
useful introductory primer for the P® 
fessional student before he tackles ‘ 
weightier tome like Hanson. Alternatively, 
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culd equally well serve as a “ refresher ” 


ciples “Te course for the same student just before his 

= WW amination. For such students, a booklet 

re th of questions from various professional 
ae samination papers, obtainable for an 

tat. FF Sia 6d., may be had with the book. 

ague, Dr A. R. I. 
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wITING PROCEDURES. By H. C. Dell, 
genera 


yA, BCOMM., F.C.A.(Canada) and J. R. M. 
Wilson, B.A., F.C.A.(Canada). (Canadian 
Institute of Chartered Accountants, Toronto. 
Price $1.25 paper-bound, $2 cloth-bound.) 


In 147 pages this admirable text sets out 
o tell the newly articled clerk or student- 
beginner about audit procedures or tech- 
niques used by public accountants in 
practice in Canada. The authors explain 
in simple language what is usually done in 
verification of the main items in the balance 
sheet and profit and loss account of a 
business undertaking, and, more important, 


account 
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post-wa 
for which 
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e - 

ps why these things are done. They take heed 
ne of hig! the fact that audit practice is not stereo- 
’ the layvgtyped and that procedures must depend 
ly goodjmen circumstances. Not the least of these 
ite harjggcircumstances is the extent and efficiency 
earns foo! the system of “internal control,” to 
atter fommvhich the concluding chapter of the book 
nd reads devoted. 


It may be possible to keep a set of books 
without a real understanding of the theory 
of double-entry bookkeeping and with 
little or no knowledge of accounting 
“principles.” But it is not possible to 
conduct an efficient audit without this 
uderstanding and knowledge:  conse- 
quently, at the outset, the authors explain 
the double-entry theory and examine the 
main accountancy principles or conventions. 
After discussing briefly the objects of an 
audit and the standards required, they 
proceed to examine the audit routines of 
tification of assets, liabilities, expenses 
and revenues, showing at each stage the 
tasons why the particular routines are 
followed. 

The excellence of this book does not 
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shensive-qme'tive from scholarly profundity, but from 
The pity simplicity and an obviously sincere desire 
its owl/m® help the beginner by explaining the 
his ont Why” of audit procedures, by demonstrat- 


g that the meanest task of the very begin- 
ft is essential, and by showing how 
sential it is. The Canadian Institute of 
hartered Accountants is to be congratu- 
ated on encouraging the authors to perform 
us first-class job. Is it too much to hope 
at, in addition to the practice notes 
itd recommendations designed for the 
practitioner, our own professional accoun- 
ancy bodies may spare some time to help 
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the least 


prove 4 he beg ma 
he poi © sinner in his reading—or must this task 
ckles sf "29S be left to correspondence colleges 
tively, # ind overwor!ced principals ? R. A. 


INCOME TAX PRINCIPLES. By H. A. R. J. 
Wilson, F.c.A., F.S.A.A. (H.F.L. (Publishers) 
Ltd., London. Price 12s. 6d. net.) 


Here is Mr. Wilson’s request number, 
refined, refreshing and readable : a text-book 
written primarily for Intermediate students. 
The title is apt to be misleading, but this is 
only a small point. 

The perfect text-book on an imperfect 
subject such as income tax is almost as 
inconceivable as fulfilling Adam Smith’s 
cannons of taxation or applying, in 
dealing as an accountant with income tax, 
“what Mr. Gladstone said in 1853”: 
“... be bold . . . be intelligible . . . be 
decisive.” But this work comes as close as 
may be to being the perfect text-book. It is 
a guide clear yet concise; the reader who 
studies it thoroughly will be amply repaid 
for the effort involved and, if a student, 
more than prepared for his Intermediate 
examination. Praise is due to an author who 
successfully surveys such a subject in 157 
pages (including a liberal seven-page index), 
condenses Schedules B and C into a page of 
print and elucidates partnerships, losses, 
and partnership losses in a mere 21 pages 
which include also comprehensive illustra- 
tions. The illustrations generally are 
commendable in form, content and gradu- 
ation, and their accuracy together with that 
of the text is vouchsafed by the author’s 
high reputation. | Moreover, the logical 
development of the subject adds lustre to a 
text already enhanced by a chatty style and 
reaches a fitting climax in the concluding 
section on back duty. 

No one will fail to be impressed by the 
attractiveness of the book: its design, its 
print, its layout are all excellent and _ its 
sensible size enables it to be carried in any 
reasonably designed coat pocket. 

Mr. Wilson, so amenable to requests 
which bear such fruit, may care to consider 
a further request for the expansion of this 
book. For instance, he might care to 
amplify the introduction generally, and in 
particular to point out the important part 
played by the Judiciary in relation to the 
Legislature and Executive in income tax 
matters. After all, it was left to a learned 
judge to mention that : “ Income tax, if T 
may be pardoned for saying so, is a tax on 
income.” R. P. 


BUTTERWORTHS COMPANY PRECEDENTS— Vol- 
ume III. Prepared by C. F. Pryke, J. W. 
Pryke and E. F. Stevenson. Revising Editor 
Raymond Walton, m.A., B.c.L. (Butterworth 
and Co. (Publishers) Ltd., London. Price 


£3 35. net.) 

This volume of 658 pages (plus an index 
of 31 pages) is divided into three parts. 
Part I covers proceedings under the 
Companies Act, 1948, regulated by Order 
53 B; Part II deals with proceedings under 


the Act, regulated by the Companies 
(Winding-up) Rules of 1949; Part III covers 
debenture holders’ actions. Each part 
opens with a preliminary note on jurisdic- 
tion and similar general matters, and then 
gives the general forms, interspersed at 
the appropriate points with sections on the 
relevant practice and procedure. These 
sections give in tabular form all the steps 
to be taken in each application to the Court, 
show the fees payable and draw attention 
to the points needing specially to be borne 
in mind, and form a particularly useful 
feature of the work. In all, 616 forms are 
provided. At the beginning appears a table 
of Statutes, one of cases and another of 
rules, all with full page references to the 
following text. The index—an important 
adjunct to a volume of this kind—is admir- 
able. Altogether, this book, which no doubt 
will be regarded as indispensable to com- 
pany lawyers, is hardly to be dispensed with 
by those accountants who are particularly 
concerned with companies—and certainly 
for the sake of the second part should be in 
the hands of those who specialise in 
liquidations. i. Ti Be 
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LONG-FORM REPORT PRACTICE. An Analysis 
of 52 Long-Form Reports by the Research 
Department. (American Institute of Account- 
ants, 270 Madison Avenue, New York 16, N.Y., 
U.S.A. Price $3.00.) 


SOME NEW PROPOSALS FOR THE AMELIORATION 
OF THE BALANCE OF PAYMENT POSITION. By 
F. Twyman, F.r.s. (F. Twyman, 41 
Tavistock Court, Tavistock Square, London, 
W.C.1. Price 1s. 6d. Post free 1s. od.) 


REVIEW OF THE FINANCIAL ACTIVITIES OF THE 
CORPORATION FOR THE YEAR 1952-53. 
(City Chamberlain, Edinburgh.) 


WITH YOUR MONEY. Why the Hertfordshire 
County Council spends it. (County Treasurer, 
Hertfordshire County Council, County Hall, 
Hertford. Price rs. net.) 


We have received a copy of the second 
edition of Overseas Newspapers and Periodicals, 
edited by V. R. Vaughan and published by 
Publishing and Distributing Co., Ltd., 167 
Strand, London, W.C.2. The price is 2s. 6d., 
but the publishers offer to supply it free of charge 
to readers who can use it to increase exports. 

The list includes prices and subscriptions, 
circulation figures and advertising rates so far 
as information is available. For countries (e.g. 
Australia, Canada, U.S.A.) where the press is 
too numerous to be listed, the publishers have 
press directories for sale or loan to prospective 
advertisers. 
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Notes 


Company Law—Powers of Court in Voluntary 
Winding-up. 

In re Campbell Coverings Ltd. 
(No. 2) (1954, 2 W.L.R. 204) is the 
sequel to Jn re Campbell Coverings Ltd. 
(1953, Ch. 488), which was noted in 
AccounTANCY, July, 1953 (page 236). In 
the original case the official receiver, who 
was investigating the affairs of a company 
in voluntary liquidation, suspected fraud 
and applied under Section 334(3) of the 
Companies Act, 1948, for an order that 
there should be a public examination of one 
of the former directors. The Court of Appeal 
held that under that sub-Section the court 
had no jurisdiction to make the order 
asked, but they suggested that an order 
might be made under Section 307(1), 
which provides that “ the liquidator or any 
contributory or creditor may apply to the 
court—to exercise, as respects the enforcing 
of calls or any other matter, all or any of 
the powers which the court might exercise 
if the company were being wound up by 
the court.”” Taking this hint the liquidator 
applied under Section 307(1) for an order 
and Wynn-Parry, J., held that there was 
jurisdiction to make an order. 

The important point of principle estab- 
lished was as follows. Before the court can 
order a public examination in a compulsory 
winding-up, various steps have to be taken 
in order to ensure that the order is not made 
except in proper circumstances. Some of 
these steps cannot be taken in a voluntary 
winding-up and if Parliament had meant 
that the court in a voluntary winding-up 
should exercise its powers subject to exactly 
the same conditions as in a compulsory 
winding-up, some powers could never be 
exercised in a voluntary winding-up. 
Wynn-Parry, J., held, following the judg- 
ment of Evershed, M.R., in the original 
case, that this could not have been the 
intention of Parliament: the court was 
meant to be able to exercise in a voluntary 
winding-up all the powers available in a 
compulsory winding-up and, if in a volun- 
tary winding-up it was impossible to comply 
with certain conditions necessary in a com- 
pulsory winding-up, the court could exercise 
their powers without the conditions being 
satisfied. 


Contract and Tort—Sale of Unroadworthy Car. 


In Accountancy for September, 1953, 
(page 307) there appeared a note of 
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Vinall v. Howard (1953, 1 W.L.R. 
987), in which Streatfield, J., held that 
the sale of an unroadworthy car was illegal 
and that accordingly the seller could not 
sue on a cheque which had been given as 
the price of such a car and which had 
subsequently been stopped. In Vinall v. 
Howard (1953, 2 W.L.R. 314) the Court 
of Appeal held that the true position in 
law was that the use of a car on the road 
might be illegal either because its original 
construction or equipment was defective 
or because it had become defective by 
lack of repair, and it was only in the first 
case that the sale of a car as opposed to its 
use was illegal. In Vinall’s case, as the 
car’s construction and equipment were 
originally sound, the sale was not illegal. 


Executorship Law and Trusts—Right of Bene- 
ficiary to Transfer of Trust Money. 


In re Powles, deceased (1954, 
1 W.L.R., 336) a testatrix had left a fund 
upon protected trusts for F., one of her 
sons, and she had given the rather unusual 
direction that the trustees might in their 
uncontrolled discretion resort to and spend 
any part of the capital and apply this for 
F’s maintenance and general benefit during 
his life or until the cesser of his interest. 
F. claimed that he was entitled to have the 
whole of the capital transferred to him. 
On a summons taken out to determine this 
question Harman, J., held that the trustees 
could not hand over the money without 
making any inquiry as to F’s objects or 
wishes for its use; on the other hand, if they 
thought that the transfer of the whole fund 
would be for F’s benefit they were entitled 
to make the transfer. 


Executorship Law and Trusts—Effect of Intest- 
ate’s Estate Vesting in Probate Fudge. 


In re Deans, deceased (1954, 
1 W.L.R. 332) D deposited some securities 
with a bank as security for L’s overdraft. 
In.1951 D died and no letters of adminis- 
tration to his estate were taken out. In 
1953 the bank called on L to clear up his 
overdraft but he did not do so. In these 
circumstances the bank were clearly en- 
titled to apply for letters of administration 
to D’s estate and realise the securities in 
that way, but, wishing to avoid the trouble 


and expense of administration, they put 
forward the ingenious claim that jh, 
probate judge, in whom, of course, p, 
estate was vested, was a trustee within the 
meaning of Section 51(1) (v) of the Truste 
Act, 1925, and that an order should be mad, 
under that sub-Section vesting in the Officia| 
Solicitor the right to transfer the securitis 
and receive the dividends from them, 
If this order had been made, the bank could 
then have obtained a transfer of the secur. 
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ties from the Official Solicitor. ab-co 
Wynn-Parry, J., held that he had no re 
jurisdiction to make the order, as the wt 
probate judge was not a trustee: undef 
Section 9 of the Administration of Estate t™ 
Act, 1925, he had no duties to perform: py 
it was a mere matter of convenience and pa 
protection that the estate should be vested — 
in him and the only way in which he could oe 
be divested was by a grant of administration, we 
\) 
had ef 
Executorship Law and Trusts—Claim ty 988 
Foreign State to administer Estate. of worl 
In In the Estate of Maldonado, pay it: 


deceased (1954, 2 W.L.R. 64) the Coun 
of Appeal affirmed the decision of Barnard, 
J., which was noted in Accounrancy for 
August, 1953, at page 271. 
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Insolvency—Rights of sub-contractors on ins! W.L 
vency of building contractors. given ji 
the deb 


If a building contractor goes bankrupt, 
the normal rule would of course be that the 
building owrier should pay to the trustee 
in bankruptcy any sums owed to the con- 
tractor and the sub-contractors would 
merely have a right to prove in the bank- 
ruptcy. The recent case of In re Tout 
and Finch Limited (1954, 1 W.LR 
178) shows that the special provision 
found in standard forms of building 
contract do to some extent alter the ruk 
in favour of the sub-contractors. 

A building contract was in the standard 
R.I.B.A. form and by one clause in this the 
architect, before issuing a certificate, wa 
entitled to require proof that sub-contractos’ 
accounts included in previous certificate 
had been duly discharged, and in default 
the building owner was entitled but no 
bound to pay the sub-contractors direc! 
and deduct the amount from the sul 
otherwise payable to the contract. 
Before the architect issued his final cert 
ficate, the building contractors, a compat}; 
became insolvent and went into voluntary 
liquidation, leaving unpaid some accoumé 
of sub-contractors included in_ interit 
certificates. Wynn-Parry, J., held that the 
building owners were entitled to pay 
unpaid sums direct to the sub-contracto® 

The second point in the case concern 
the retention money, a percentage whic 
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Ney put he building owner was entitled to keep 
rat the ytil six months after the work had been 
mse, Ds completed. The contract between the con- 
thin the actors and the sub-contractors was in 
Trustee ihe standard “ F.A.S.S.” form and _ by 
pry dause 11(2) “* if and to the extent that the 
Official amount retained by the employer in accord- 
ere ance with the main contract includes any 
| them, retention money the contractor’s interest 
. po insuch money is fiduciary as trustee for the 


wb-contractor and if the contractor pur- 
ports to charge such interest, the contractor 
dall thereupon set aside and become a 
iustee for the sub-contractor of a sum 
quivalent to the retention money and shall 
py the same to the sub-contractors on 
demand.” The learned Judge held that the 
contractors under the main contract had in 
the retention moneys an interest which they 
could make the subject of a valid equitable 
assignment and that by clause 11(h) they 
had effectively done this; accordingly the 
contractors were trustees for the sub-con- 


had no 
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aim ly Mactors of the retention money in respect 
of work done by them and were bound to 
onado, Mpa it over to them in full. 
e Court 
Jarnard, 
NcY for 
hsolvency—Validity of Bankruptcy Notice. 
Some points on which there was no 
wthority arose in re a Debtor (1954, 
on insol-M! W.L.R. 393). In March, 1953, S was 
given judgment for £200 and costs against 
nine the debtor and in April she issued a bank- 
that the UPYCY notice based on the £200 alone. 
ated The money was not paid and in July 
he con-qf® Presented a petition. The costs had by 
nil that time been taxed at £226 but the hear- 


ing of the petition was adjourned as an 
appeal against the judgment was pending. 
In October the appeal was heard: the 
damages were reduced to £25 but S’s right 
0 have her costs in the court below was 
undisturbed though the debtor was 
entitled to set off half his costs in the Court 
of Appeal, a sum of about £60. The peti- 
tion was then restored for hearing and a 
receiving order was made. 

The debtor argued that the receiving 
order ought not to have been made for two 
reasons: first, there was no act of bankruptcy 
lor at the time of the bankruptcy notice 
the true debt was only £25 not £200 and 
against that had to be set off the costs 
m the Court of Appeal and these would 
more than extinguish the debt. Against 
this the Divisional Court in Bankruptcy 
teld that the debtor’s right to costs had not 
sen at the time of the bankruptcy notice 
and therefore at that time there was a 
debt of £25 which was enough to be an 
act of bankruptcy. 

_ The debtor’s second argument was that 
fa bankruptcy notice alleges that a large 
‘um Is Owing and it subsequently turns out 
that the real clebt is much smaller, the Court 
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should hold that under Section 5 of the 
Act there is “‘ other sufficient cause” why 
a receiving order should not be made. 
The Court dismissed this contention also, 
saying that by Section 2 (ii) a bankruptcy 
notice is not invalidated merely because 
the sum specified is larger than the amount 
actually due, and that as in this case it was 
plain that the debtor owed a substantial 
sum to S there was no injustice in making 
a receiving order. 


Miscellaneous—Offences under the Wages Councils 
Act, 1945. 

The complexity of the regulations made 
under the Wages Councils Act, 1945, 
and indeed of many other regulations, 
makes it difficult even for honest and careful 
citizens to keep within the law all the time. 
It is therefore important that, if an offence 
is alleged, full details of the allegation should 
be given to the defendant. This was recog- 


nised by the Divisional Court in 
Stephenson v. Johnson (1954, 1 
W.L.R. 375). | An information had been 


laid against S for that she “ being an 
employer of workers to whom the Milk 
Distributive Wages Council (England and 
Wales) Wages Regulation Order, 1952, 
made under the Wages Council Act 1945 
applies did on December 21, 1952 at the 
A. Dairy . . . unlawfully fail to pay remu- 
neration not less than the statutory 
minimum remuneration to T . . . contrary 
to Section 11 of the Wages Council Act, 
1945, and the said Order.” The Court 
said that this information was bad as it did 
not give sufficient detail : it ought to have 
mentioned the relevant paragraph of the 
schedule, the nature of T’s employment, 
and the sum that ought to have been 
paid, and possibly other matters as well. 


Miscellaneous—Limitations. 


In 1938 P. orally agreed that she would 
serve H. as an assistant solicitor upon terms 
that she should receive a basic salary plus 
extra payments which would bring her 
total remuneration up to one-third of the 
profits. H. in fact, owing to a misunder- 
standing, paid her year by year sums which 
brought her total remuneration only up to 
one quarter of the profits. P. did not 
discover the mistake until 1951 when she 
brought an action, Phillips-Higgins v. 
Harper (1954, 2 W.L.R. 117). 

H. contended, inter alia, that an account 
for anything due more than six years before 
action brought was time-barred. In reply 
to this P. relied on Section 26(c) of the 
Limitations Act, 1939, which runs: “‘ Where 
the action is for relief from the consequences 


of a mistake the period of limitation shall 
not begin to run until the plaintiff has 
discovered the mistake or could with reason- 
able diligence have discovered it.’’ Pearson, 
J., said that the wording appeared to 
indicate a class of actions where a mistake 
had been made which had certain conse- 
quences and the plaintiff sought to be 
relieved from those consequences. The 
mere operation of the Limitation Act 
unless excluded by the Section was not a 
relevant consequence for the purpose 
of the Section. Therefore the ordinary 
rule applied and any right more than six 
years old was time-barred. 


Miscellaneous—Fraudulent 


accounts. 


In R. v. Wines (1954, 1 W.L.R. 64) W. 
admitted that as a servant he had falsified 
certain accounts and he said in evidence 
that his object in doing so was to make the 
gross profit of his department appear higher 
than it really was because otherwise he 
feared dismissal and the loss of his wages. 
The Court of Criminal Appeal held that 
this showed an intent to defraud, and they 
cited with approval the words of Buckley J. 
in Re London & Globe Finance Corporation 
Ltd. (1903, 1 Ch. 728): “* To deceive is by 
falsehood to induce a state of mind: to 
defraud is by deceit to induce a course 
of action.” 


falsification of 


Miscellaneous—Guarantor’s 
against Forfeiture. 


T guaranteed W’s overdraft and in con- 
sideration of this W deposited with T the 
lease of which W was the assignee and also 
undertook to execute a legal charge of the 
lease if T had to pay any sums under the 
guarantee. W went bankrupt and T was 
compelled to pay to the bank the amount 
of the overdraft. The landlord forfeited 
the lease and it was held in Re Good’s 
Lease (1954, 1 W.L.R. 309) that T was 
entitled to be given relief against forfeiture 
if he paid all arrears of rent and executed 
a proper instrument putting on himself 
all the covenants in the original lease. 


Right to Relief 


Tue CanapiaAn TAx FouNDATION announces 
the appointment of Mr. J. Harvey Perry as 
Director, with effect from April 1. Mr. Perry, 
was previously Director of Research. He 
succeeds Mr. Monteath Douglas, who had 
been the Foundation’s chief executive officer 
for seven years. 
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HULL SILVER JUBILEE 


THe INCORPORATED ACCOUNTANTS’ HULL 
and District Society celebrated its silver 
jubilee by a dinner held at the New York 
Hotel, Hull, on March 12. The chair was 
occupied by Mr. R. L. Davy, President 
of the District Society, and the guests 
included Councillor B. Svenson (Sheriff of 
Kingston upon Hull) and his lady; Mr. 
S. B. Hainsworth _ (Vice-President 
of Hull Chamber of Commerce and 
Shipping); Mr. L. C. Hawkins (member of 
the Council, Society of Incorporated 
Accountants) and Mrs. Hawkins; Mr. 
I. A. F. Craig (Secretary of the Society of 
Incorporated Accountants) and Mrs. Craig; 
and representatives of other professional 
bodies and of industry. 

Mr. S. B. Hainsworth (Vice-President, 
Hull Chamber of Commerce and 
Shipping) proposed the toast of the 
Humber and its industries. He observed 
that Hull was no new city but was full of 
history. He hoped that new industries 
would come to Hull, where there was the 
best labour force in the country, and looked 
forward to fuller development of all the 
ports on the Humber. 

The Sheriff of Hull, responding to the 
toast, said the Humber ports were regaining 
their share of the nation’s trade. Hull had 
suffered badly during the war, but had 
now passed out of the stage of reconstruction 
into one of industrial expansion. 

Mr. L. C. Hawkins, F.s.A.A. (member of 
the Council), proposing the toast of the 
Incorporated Accountants’ Hull and District 
Society, conveyed the greetings and con- 
gratulations of the Council. He traced the 
development of accountancy, referring to 
the fact that both Inspectors of Taxes and 
companies relied upon accountants in 
taxation matters—a situation which called 
for professional conduct of the highest 
order. Speaking of the growth of accoun- 
tancy within industry, he said he regretted 
hearing a man described as “ having left 
the profession ” when taking up an industrial 
appointment. He preferred to think that 
the profession had been taken into industry, 
and hoped the time would come when the 
accountants to public companies would 
themselves be required to sign the published 
accounts of those companies. 

Speaking to the students, Mr. Hawkins 
stressed that the examinations were not the 


end of the trail but the entrance gate to 
the great world of achievement beyond. 
The successful accountant was a man with 
an understanding of the world in which he 
lived and he advised the students, even 
during their period of articles, to study 
world, national and local affairs, and to 
read biography, and so fit themselves not 
only for their work as accountants but also 
for their duties and opportunities as citizens. 

Mr. R. L. Davy (President of the Hull and 
District Society), in response, said they 
now had 146 qualified members and 210 
students. It was a source of gratification to 
him that, having been honorary secretary on 
the formation of the District Society 25 years 
ago, he was now its President in the silver 
jubilee year. He paid tribute to the 
successive Presidents, secretaries and com- 
mittees who by their guidance, and with 
the help unfailingly given by the Society’s 
head office, had raised the Hull Society 


_to its present position. 


EVENTS OF THE MONTH 


April 1.—Newport: “The Auditing of Large 
Companies,” by Mr. A. E. Langton, LL.B., 
F.C.A., F.S.A.A. Students’ meeting. Monmouth- 
shire and South Wales Building Society Offices, 
Dock Street, at 6.30 p.m. 

Nottingham: “ Profits Tax,”’ by Mr. H. A. R. J. 
Wilson, F.c.A., F.s.A.A. The Reform Club, 
Victoria Street, at 6.30 p.m. 

Oxford: Mock tax appeal. Students’ meeting. 
George Restaurant, George Street, at 6.30 p.m. 
April 2.—Gloucester: “‘ Incomes and Prices,’ 
by Professor R. C. Tress, B.sc.(EcON.). Wheat- 
stone Hall, at 6.30 p.m. 

Leicester: “‘ Capital Allowance,” by Mr. 
H. A. R. J. Wilson, F.c.a., F.s.A.A. Students’ 
meeting. Turkey Café, Granby Street, at 
6 p.m. 

April 3.—Dublin: Students’ mock examination. 
16 St. Stephens Green, at 9.30 p.m. 

April 2-4.—Hull: Residential course for 
students and members. Thwaite Hall, Uni- 
versity College of Hull. 

April 5.—Coventry: ‘“‘ Loss of Profit Insurance,” 
by Mr. F. Brain, F.c.11. Craven Arms, High 
Street, at 6 p.m. 

Dublin: “‘ Current Economics,”’ by Mr. A. R. 
Ilersic, M.sc.(ECON.), B.coM. Students’ meeting. 
Jury’s Hotel, Dame Street, at 6.15 p.m. 
London: Address by Sir Harold Howitt, G.B.£., 
D.S.O., M.C., F.C.A. Incorporated Accountants’ 
Hall, W.C.2, at 6 p.m. 

Luton: ‘Incomplete Records,” by Mr. R. 
Glynne Williams, r.c.a. George Hotel, at 6.15 
p-m. 


April 6.—West Hartlepool:  “* Taxation_ 
Schedule D,” by Mr. H. A. R. J. Wilbon 
F.C.A., F.S.A.A. Grand Hotel, at 6.30 p.m, 
April 7.—Belfast: Luncheon meeting. Speake. 
Mr. A. R. Ilersic, M.sc.(ECON.), B.COM. Presby. 
terian War Memorial Hostel, Howard Stree, 
at I p.m. 

Belfast: “‘ General Financial Knowledge,” jy 
Mr. A. R. Ilersic, M.sc.(ECON.), B.com. Student’ 
meeting. Library, 13 Donegall Square Wey 
at 7 p.m. 

Hull; Luncheon meeting. “The Budget,” by 
Mr. W. H. Hall, a.s.a.a., A.c.A. Regal Room, 
Ferensway, at 12.45 p.m. 

Newcastle upon Tyne: “ Profits Tax,” by M; 
H. A. R. J. Wilson, F.c.A., F.S.A.A., Library, 52 
Grainger Street, at 6.15 p.m. 

April 8.—Taunton: ‘“‘ Topical Points for Exani. 
nees”’ by Mr. R. Glynne Williams, rca, 
F.T.L.1. Castle Hotel, at 6.30 p.m. 

April 9.—Bradford: “‘ Partnerships and Income 
Tax” by Mr. J. W. Walkden, a.c.a., A.s.aa. 
Liberal Club, Bank Street, at 6.15 p.m. 
Bristol: “‘ Depreciation Based on Replacement 
Costs ’’ by Mr. A. C. Simmonds, F.s.a.a. Royal 
Hotel, College Green, at 6.30 p.m. 

Glasgow: Students’ Study Circle meeting. 
Christian Institute, 70 Bothwell Street, at 5.45 
p-m. 

Manchester: Students’ annual meeting and mock 
income tax appeal. Incorporated Accountant’ 
Hall, at 6 p.m. 

Stoke-on-Trent: ‘‘ Costing ’’ by Mr. S. C. Roberts 
F.c.w.A. Students’ meeting. Town Hiall 
Hanley, at 7 p.m. 

Waterford: “‘Some Aspects of Economics,” by 
Mr. A. R. Ilersic, M.sc.(ECON.), B.coM. Students’ 
meeting. Granville Hotel, at 8 p.m. 

April 9-12.—Liverpool: Residential Couns. 
University of Liverpool, Men’s Hall of Rei- 
dence, North Mossley Hill Road. 

April 12.—London: “The Operation of the 
Monopolies Act,” by Sir Richard Yeabsley, 
C.B.E., F.C.A., F.8.A.A. Incorporated Accountants 
Hall, W.C.2, at 6 p.m. 

April 13.—Brighton: “‘ Estate Duty and Con- 
trolled Companies,” by Mr. P. Shelboume, 
Barrister-at-Law. Royal Pavilion, at 7 p.m. 
Hull: Mock income tax appeal. Joint student’ 
meeting. Young ‘People’s Institute, George 
Street, at 6.15 p.m. 

April 14.—London: Meeting of the Taxation 
Group. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 

April 20.—London: “The Elements 


. Accounting—I,” by Professor F. Sewell Bray, 


F.C.A., F.S.A.A., Stamp-Martin Professor 
Accounting. Public lecture for students 
Incorporated Accountants’ Hall, W.C.2, # 
6 p.m. 

April 20-24.—Dublin: Refresher Course fo 
Students. 16 St. Stephens Green. 
April 21-26.—Berkhamsted: London Students 
Society pre-examination courses.  Ashridg 
College. 
April 23.—Glasgow: Students’ study cirte 
meeting. Christian Institute, 70 Bothwell 
Street, at 5.45 p.m. 
Waterford: Discussion circle. Students’ meetig 
Offices of Messrs. W. A. Deevy & Co., at 8p 
April 26.—Coventry: “The Accountant ® 
Commerce,” by Mr. J. J. Henderson, 454+ 
Craven Arms, High Street, at 6.30 p.m. 
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Taxatic spril 27 .—London: “The Elements of 
J. Wilso veounting, -II.” by Professor F. Sewell Bray, 
) p.m, . In CAy F.S-AcAsy Stamp-Martin Professor of 

Accounting . Public lecture for students. 


incorporated Accountants’ Hall, W.C.2, at 


p.m. 
ri 28.—Belfast: Annual meeting, students’ 
ction. 13 Donegal Square West, at 7 p.m. 
ndon: Meeting of the Management group. 
jncorporated Accountants’ Hall, W.C.2, at 
“ 4.—London: *‘ The Elements of Accoun- 
ing—III,” by Professor F. Sewell Bray, F.c.a., 
<a.4., Stamp-Martin Professor of Accounting. 
Public lecture for students. Incorporated 
ccountants’ Hall, W.C.2, at 6 p.m. 

fay 5.—Hull: “ The Budget,” by Mr. W. H. 
all, A.S.A.A., A.C.A. Regal Room, Ferensway, 


or Exami- Mi: 12.45 p.m. 
ns, F.CA,M@May 7.—Glasgow: Students’ study circle 
meeting. Christian Institute, 70 Bothwell 


Rtreet, at 5.45 P-m. 


oy ASAA, 
m. 
placement 
\-A. Royal DISTRICT SOCIETIES 
; AND BRANCHES 
meeting. 
t, at 5.45 
ee SCOTTISH BRANCH 
ountants’ MMA MEETING OF THE COUNCIL OF THE SCOTTISH 
mtitute of Accountants, the Scottish 
Roberts MBranch of the Society, was held in Glasgow 
wn Hall, iy February 12. Mr. Festus Moffat, 0:8.£., 
i ?., F.S.A.A., President, was in the chair. 
Seat ¥ The Council congratulated Mr. R. B. 
“* Bicld, of Elgin, on receiving the Second 
— ertificate of Merit for the Final Examina- 
of Resi pot, November, 1953, and awarded him a 
prize from the W. Davidson Hall Fund. 
n of the[™ /t was reported that Mr. W. A. Scott, of 
Yeabsley, Mdinbrugh, had decided not to seek re- 
ountant’ #lection to the Council, and the Secretary 
as asked to thank him for his services. 
nd Con: The secretary reported that the Scottish 
elbourne, MEducation Department had issued Circular 
7 a 0. 277 drawing attention to the Education 
"a uthority Bursaries (Scotland) Regulations, 
| 1953, which supersede the previous Regu- 
Taxation eens. = The Circular is summarised 
s’ Hall, Mptlow. 

The annual general meeting will be held 
ents fn April 2 at 2.45 p.m. in the Central 
ell Bray, Hotel, Glasgow. 
fessor 0 
students 
C2, it DUBLIN STUDENTS’ SOCIETY 

OURSES FOR THE INTERMEDIATE AND FINAL 
urse ft Micandidates will be held at 16 St. Stephen’s 
— teen, Dublin, from April 20 to 24. The 
side écturers for the Intermediate course will 

~ & Mr. V. S. Hockley, B.com., A.c.a. (Book- 

y circe Mm “P'Ng ancl Accounts and Cost Accounts); 
Bothwell Ir. W. J. McMahon, B.coM., A.S.A.A. 
Income Tax); Mr. B. J. Nally, a.s.a.a. 

mecting MM Executorsh'»), For the Final (Part I) the 
t 8 pm ecturers wil! be Mr. V. S. Hockley, B.com., 
ts “A. (Accounts and Cost Accounts) and 


ir. B. J. Nolly, a.s.a.a. (Executorship). 


A mock examination will be held on 
April 3, consisting of one three-hour paper 
on Accounts and Cost Accounts, and one 
two-hour paper, the subject of which will 
be Income Tax and Executorship for Inter- 
mediate candidates and Executorship for 
Final candidates. The papers will be set 
and marked by the lecturers, and students 
may discuss them with the lecturers during 
the course. 

The fees are £3 3s. for the Final Course, 
£2 2s. for the Intermediate, and 10s. 6d. for 
the mock examination. 


GRANTS TO STUDENTS IN 
SCOTLAND 


UNDER THE TERMS OF CIRCULAR NO. 277 
issued by the Scottish Education Depart- 
ment, education authorities have power to 
pay school fees and expenses, and to grant 
scholarships, bursaries and other allowances 
to persons over school age, for full-time 
or part-time courses at universities and 
other centres of advanced studies. 

Apprentices and articled clerks who 
take courses concurrently with their practi- 
cal experience are regarded as part-time 
students. 

The amount of an award is the estimated 
expenditure reduced by an amount which 
the applicant is expected to contribute, 
according to his income. 


IRISH JUBILEE PRIZES 


The Irish Jubilee Prize in respect of the 
Intermediate Examinations for 1953 was 
awarded to Kenneth Douglas Yates, 
Belfast. We regret that an error occurred 
in our March issue. 


MEMBERSHIP 


THE FOLLOWING PROMOTIONS IN, AND ADDI- 
tions to, the membership of the Society have 
been completed during the period December 


7, 1953 to March 3, 1954. 
ASSOCIATES TO FELLOWS 


Buckie, Bernard John Charles, Southampton. Cowie, 
Reginald Victor (Barnes & Taylor), Pretoria. DRinKWATER, 
Samuel Robert (7. B. Scattergood & Co.), Birmingham. 
Driver, John (F. Clarkson & Co.), Burnley. Hone, Harold 
Brindley (Hone & Pearce), Salisbury, S.R. Hurcrtnson, 
John (Greaves & Co.), Newcastle upon Tyne. INKPEN, 
Harold Frank (Crane, Houghton © Crane), London. 
LiLEwELyn, Idris Wynn (Wynn Llewelyn & Davies), Narberth. 
McBriwe, Anthony William (C. Percy Barrowcliff & Co.), 
Middlesbrough. Oscitvie, Colin Gordon (A. L. Palmer, 
Walker & Co.), Johannesburg. Payne, Harold (C. R. 
Blissett@ Co.), Bournemouth. PENNINGTON, Norman Frank 
(Nankivell & Sanderson), Ipswich. Smiru, Alan Bosworth 
(Vaughan, Key & Payne), Johannesburg. Smirx, Arthur 
(Arthur 7. Smith & Co.), Richmond, Surrey. Wyte, 

enneth Cunningham (Vaughan, Key & Payne), Johannes- 


burg. 

ASSOCIATES 
Apaas, Hubert Theodore, with Kilby & Fox, Northampton. 
Apcock, Desmond Charles, formerly with Prior & Palmer, 
Nottingham. ALuLen, Harry, with Mellors, Basden & 


‘Menzies & 


Mellors, Nottingham. ANpReEw, John Ian, B.sc., with Denis 
Rawlinson & Co., Peterborough. ATHERTON, James, with 
john King & Son, Wigan. Austin, Derek Arthur. with 
. W. Clarke & Co., Leicester. Batpwin, Talfourd 
Laurens Humphrey, with Miall, Harper & Co., London. 
Brooke, Russell Lawrence, B.coM., with Clarke, Pickering 
& Co., London. Bupenserc, Arnold John, with Street, 
Ibbotson & Co., Manchester. Bunn, William, with Price 
Waterhouse & Co., Newcastle upon Tyne. Busnetr, 
Frederick Reginald, with Pike, Russell & Co., London. 
CampBELL, Kennedy, wi L. Jackson & Hesketh, 
Liverpool. CHAMBERLAIN, Ronald, formerly with 
Hereward, Scott & Davies, London. Cuarves, Douglas 
Arthur, City Treasurer’s Office, Leicester. CLARK, 
Donald William, with Walter Hunter, Bartlett, Thomas 
& Co., Newport, Mon. Ctarke, John, with Thomas 
Bourne & Co., Burton-on-Trent. Cockayne, Maurice, 
with Peat, Marwick, Mitchell & Co., York. Cotttns, 
Peter, with Carlill, Burkinshaw & Ferguson, Hull. Connon, 
Michael Patrick, with J. H. Barton & Co., Dublin. Crane, 
Derek William, with Allan, Charlesworth & Co., London. 
Crickmore, Albert James, with Dunn, Wylie & Co., 
London. Crispin, Arthur Bennett, with Morris, Crocker 
& Co., Portsmouth. Curtum, Dennis Leonard, with 
White & Pawley, Plymouth. Deacon, Robert William, 
with Frank Harrap & Co., Manchester. Decker, Raymund 
Godfrey John, with W. B. Keen & Co., London. Dixon, 
John Edward, with Peat, Marwick, Mitchell & Co., 
Middlesbrough. Doman, Derek Stanley, with Henry 
Toothill & Son, Sheffield. Drypen, Douglas Cecil, B.a., 
with Gabriel & Co., Salisbury, S.R. Dusots, Martin 
Henry, with Dubois & Co., London. Dupont, Raymond 
Emile, 8.com., with Tansley Witt & Co., London. ENGLAND 
Lawrence Geoffrey, with Kemp, Chatteris & Co., London. 
Eveeicnu, Roderick Jeffrey, with W. B. Keen & Co., 
Brighton. FAGAN, William Desmond Kevin, with M. J. 
Bourke & Co., Dublin. Field, Robert Baden, with F. A. 
Ritson & Co., Elgin. Fowres, William James, with 
Saffery, Sons & Co., Margate. Futter, Brian Harold, 
with Day, Smith & Hunter, Maidstone. Futron, Anthony 
John. with Charles G. Clark & Co., London. Furness, 
George, with Wheawill & Sudworth, Huddersfield. Gat, 
Tibor Miklos, with Farr Rose & Gay, London. Grsuin, 
Peter, with Jones, Crewdson & Youatt, Manchester. 
GimLLanpers, William, with Nutt, Horne & Co., Derby. 
Giutteape, John Kerr, with Moore & Smalley, Preston. 
Goopman, Everard Nicholas, with Bartfield & Co., 
London. Greenwoop, William Harold, with J. H. White 
South Shields. Hampson, George, with Robert Archer & 
Co., Manchester. Hanson, Geoffrey (Horace Rhodes & Co.) , 
Halifax. Harpcast.e, Roy, with R. S. Dawson & Co., 
Bradford. Harptinc, Derek Lionel, with F. L. Rouse & 
Co., Beaconsfield. Harris, Dennis Percy, with H. 
Co., Kingston-on-Thames. HEATHCOTE, 
James Arthur, with Barton, Mayhew & Co., London. 
Hostey, Dennis Harry, with Lithgow, Nelson & Co., 
Hopeson, Fred Hird, with Smith, Dolby & 
Hocartn, John, with James Watson & 
Son, Carlisle. Hoxrt, pom. with Armitage & Norton, 
Bradford. Jackson, Brian Malcolm, with Alfred G. 
Deacon & Co., Leicester. JARRETT, John Edwin, County 
Treasurer’s Department, Stafford. Jerrerys, James 
Llewellyn, Chatteris. JoHnson, Kenneth James, with 
Ashmole, Edwards & Goskar, Swansea. Jounson, 
Lawrence Stanley, with Hodgson, Harris & Co., London. 
Jounston, David Horn Sharp, with Kemp, Chatteris & 
Co., London. Jones, Elwyn Glyndwr, Borough Treasurer’s 
Department, Swindon. Jones, Peter Bryan, with Asbury, 
Riddell & Co., Shrewsbury. Keen, Thomas William, 
with Woodington, Bubb & Co., London. Kuno, John 
Michael Ewen, (H. Lomax & Co.), Manchester. KirKMAN, 
Roger Ernest Milburn, Special Commissioners of Income 
Tax, Thames Ditton. Kwyisz, Philip Leslie, with W. H. 
Walker & Co., Liverpool. Lawrence, Derek, - with 
Rhodes, Stringer & Co., Bradford. Lawton, William, 
with Bourner, Bullock & Co., Stoke-on-Trent. LENNARD, 
Stephen Michael, with S. L. Lennard, London. Lewis, 
Elwyn, with W. M. Howell, Merthyr Tydfil. Lewis, 
ames, with S. Sara & Co., Birmingham. Loosemore, 
ohn Henry, with Pannell, Crewdson & Hardy, London, 
cCrinb.e, Alastair David, with Howard Smith, Thomp- 
son & Co., Birmingham. McKun.ey, William, with 
Harold F. Bell & Co., Coleraine. McPuer, Donald 
Frederick, with H. Lomax & Co., Manchester. McWHINNIE, 
James Alistair, formerly with Peat, Marwick, Mitchell 
& Co., Liverpool. Mann, John Michael, B.A.(co .), 
formerly with A. F. Roberts & Co., Bristol. Manton, 
Stanley Cyril, with Godfrey, Laws & Co., Luton. Marquis, 
Edward, with Peat, Marwick, Mitchell & Co., Middles- 
brough. Mercer, Keith, with Finnie, Ross, Welch & Co., 
London. Muppieton, Michael James, with Swallow, 
Crick & Co., Peterborough. Minit, Dennis George, with 
Hibbert, Sier, Woods & Co., London. Moore, Henry 
George, with Kingston, Smith & Co., London. Morcan, 
Alan, with John Winn & Co., Newcastle upon Tyne. Morris, 
Harold Burgess, with Deloitte, Plender, Griffiths & Co., 
Manchester. Morris, John Vaux, with Walter Baird & 
Co., Chester. Moses, Harold mard, with Bernard 
Phillips & Co., London. Newe tt, Robert, with H. V. 
Kirk, Palmer & Co., Belfast. Newsreap, John, Borough 
Treasurer’s Department, Islington, London. OdakLey, 
Leslie Charles, with Mordant, Jarvis, Garvin & Co., 
London. Parker, Lucy Jean, with Rickard, Chambers & 
Co., Worthing. Pawson, Wilfrid Stanley, with Scotter & 
Co., Hull. Pepper, John Douglas, with Burrows & White, 
Nottingham. Perren, Ambros, with Smallfield, Fitzhugh, 
Tillett & Co., London. Pescup, George Donald, with 
oshua Wortley & Sons, Sheffield. Pickerinc, David 
rland, with Lithgow, Nelson & Co., Southport. Prrman, 
John Michael, with Spicer & Pegler, London. Porr.e 


Alan Charles, with Rawlinson & Hunter, London, Price, 
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William Barclay, with James L. & F. S. Oliver, Newcastle 
upon Tyne. Rawtincs, Harry, with Handley, Wilde & 
Charlton, Manchester. Raw .inson, Robert Gerrard, 
with Wilkinson & Freeman, Preston. Ruopes, Dennis, 
with Whitfield & Co., Leeds. RicHARpson, Kenneth 
Gordon, with Sowerby & Rushforth, Hull. Ricumonp, 
John Gordon, with Wells, Richardson & Co., Sheffield. 
Ruwter, Frederick, with M. S. Bradford & Co., London. 
Ricos, John Sydney, with Russell & Co., London. RIGNELL, 
Dudley James, with Friend-James, Sinclair & Yarnell, 
Brighton. Ropen, Ernest Victor, with Chalmers, Wade 
& Co., Liverpool. Roy, Subodh, formerly with K. 
Gutgutia & Co., Calcutta. Rurrer, James Edgar, with 
E. Downward, Stoke-on-Trent. Satmon, Alan Daniel, 
with Larking, Larking & Whiting, Wisbech. SeGias, 
Joan Kathleen, with Calder-Marshall, Ibotson & Bound, 
London. Seviar, Fred, with Hodgson, Harris & Co., 
Grimsby. SHeHata, Mohamed Aly, with H. F. Adams 
& Co., Birmingham. Suenton, Thomas Roy, with C. 
Nuttall, Blackpool. Simpson, Leslie Gordon Richard, 
with Peat, Marwick, Mitchell & Co., London. SLATER, 
John Alfred, with Rogers, Son & Spencer, Nottingham. 
Smirn, Herbert, with J. Jackson Saint & Co.,Workington. 
Snook, George Frank William, with Beal, Young & Booth, 
Southampton. Sparco, Kenvyn, with Ralph Burford & 
Son, Cardiff. Speak, Jack, with Dryden, Dorrington & 
Co., Manchester. SpeNnceLey, Cecil Marshall, formerly 
Treasurer’s Department, Friern Barnet. STENTON, Joseph 
Edward, with Joshua Wortley & Sons, Sheffield. Suppa 
Rao, Kesiraju, formerly with Gondalia & Mandviwalla, 
Bombay.  SwonNELL, Colin, with Price Waterhouse & 
Co., Newcastle upon Tyne. Tare, William Stanley, with 
Robert Miller & Co., Durham. Tuomas, Alan Edwin, 
with Spain Brothers, Jukes & Co., Hastings. THomMPson, 
Geoffrey Musgrave, with W. H. Stables, Kendal. 
Tuompson, Malcolm, with Hodgson, Harris & Co., Hull. 
Tonkin, Alan, with Frank C. Bevan & Co., Swansea. 
Tuurtey, Samuel Charles, with Adam Ker & Sangster, 
Glasgow. Waccorr, Stanley Charles, with C. Percy 
Barrowrliff & Co., Middlesbrough. WALKER, Peter Charles, 
with Howard Smith, Thompson & Co., Birmingham. 
Warp, Ernest Robert, with Howard Smith, Thompson & 
Co., Birmingham. Weaver, Dennis George, with Peat, 
Marwick, Mitchell & Co., London. Wetttnes, Alan 
Stanley, with Gerard van de Linde & Son, London. 
West, James Edward, with Broads Paterson & Co., 
London. West, Reginald Lawrence, with Thomas Bourne 
& Co., Burton-on-Trent. Waxrre, Thomas Francis, with 
W. A. Deevy & Co., Waterford. WurrrieLp, Donald John, 
with Edmonds & Co., Portsmouth. Wutcock, Harold, 
with Dearden, Gilliat & Co., Manchester. Wicp, Alan, 
with Stott & Golland, Rochdale. Witktns, Alfred Percy, 
with Joel Auerbach, London. WILKINSON, Brian, with 
Wheawill & Sudworth, Huddersfield. WicL1AMs, Kenneth 
Norman, with Louis Nicholas & Co., Liverpool. WILLIAMS, 
Leonard Edmund Henry, formerly Borough Treasurer's 
Department, Acton. WituiaMs, Leslie Richard, with 
Miall, Harper & Co., London. Wiutson, Donald Ian, 
with Rawlinson, Allen & White, Armagh, N.I. Wuzson, 
Edwin John, with Clarke, Pickering & Co., London. 
Winnett, Thomas William Turvey, with Campbell, 
Toulmin & Co., Manchester. Wise, Peter Richard, with 
Hibbert, Sier, Woods & Co., London. WoopHams, 
Ernest James, with Graves, Causer & Co., London. 
Woops, Patrick Ignatius, with Spicer & Pegler, London. 
Woops, Thomas Joseph, with Wickham, Hunt & Co., 
Hitchin. 


PERSONAL NOTES 


Mr. F. E. Price, F.s.A.A., A.1.M.T.A., has 
been appointed by the President of the Board 
of Trade as a member of the reconstituted 
Board of directors of Wales and Monmouth- 
shire Industrial Estates, Ltd. This company 
is responsible for building and managing 
on behalf of the Board of Trade the Govern- 
ment-financed industrial estates in Wales 
and Monmouthshire. Mr. Price is also 
a member of the Wales Gas Beard and of 
the Cwmbran New Town Development 
Corporation. 

Messrs. Keens, Shay, Keens and Co., 
Incorporated Accountants, of London, 
E.C.2 and branches, announce that Mr. 
R. T. Wrieden, A.s.A.A., has been admitted 
to partnership. Mr. Wrieden has been 
associated with the firm for many years. 
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Mr. F. K. Stewart, a.s.a.A. has been 
appointed Comptroller of Accounts in the 
Ministry of Works. 

Messrs. Butterworth, Jones & Co. have 
admitted into partnership Mr. John Cooke, 
A.S.A.A., in their Burnham-on-Sea practice. 

Messrs. H. R. Davison & Co., Barnstaple, 
have taken into partnership Mr. A. E. 
Ashwell, A.s.A.A. 

Mr. J. G. Goulding, a.s.a.a., has taken 
up the post of accountant at Emu Wools, 
Ltd., Keighley. 

Mr. E. A. Corless, A.s.A.A., has been 
admitted a partner in Messrs. Fraser & Co., 
Stockbrokers, Singapore. 

Mr. Campbell Hopwood, a.s.A.A., has 
been appointed accountant to Textorial 
Fabrics, Ltd., Manchester. 

Mr. James W. Wilkinson, Chartered 
Accountant, Lancaster, has been joined in 
partnership by Mr. J. Colman, Incorporated 
Accountant. They are practising under the 
firm name of J. W. Wilkinson & Colman. 

Mr. F. N. Padgham, A.s.A.A., A.M.I.T.A., 
has been appointed Treasurer of the States 
of Jersey. 

Mr. R. Ramsden, <.s.A.A., has taken his 
son, Mr. A. B. Ramsden, A.s.A.A., into 


partnership. They are practising as R. 
Ramsden, Son & Co., Incorporated 
Accountants. The firm have removed to 


Trevose House, 12 Silver Street, Aylesbury. 

Mr. G. T. Montague, Incorporated 
Accountant, has commenced public practice 
under the firm name of G. T. Montague & 
Co., at Commerce Chambers, 24 John 
Street, Porthcawl, Glam. 

The practice formerly carried on by the 
late Mr. C. F. Porter, F.s.a.a., and Mr. 
Cyril Gee, under the firm name of Stone, 
Porter & Stone, will in future be carried on 
by Mr. Gordon G. Porter, B.coM., A.S.A.A., 
Mr. Cyril Gee, F.c.A., F.s.A.A., and Mr. 
W. V. Lush, a.s.A.A., A.c.Ls., under the 
style of Porter, Gee & Co., Incorporated 
Accountants, at the same address, Mowbray 
House, 14 Norfolk Street, London, W.C.2. 


Messrs. E. T. Mackrill & Co., Berk- 
hamsted, have admitted, as a partner Mr. 
L. J. Cleary, A.s.a.a. 

Messrs. Marshall & Hoare, Incorporated 
Accountants, Guernsey, have admitted 
Mr. F. W. W. Chandler, p.s.0., D.F.c., 
A.S.A.A., to partnership. The practice is 
being carried on under the new firm name 
of Marshall, Hoare & Chandler, and the 
office has been removed to 8 Lefebvre 
Street, Guernsey, C.I. 

Mr. Arthur W. Knowlson, a.s.A.A., has 
been appointed accountant to W. J. 
Brooker, Ltd., London, S.E.1. 

Messrs. Temple, Gothard & Co., Incor- 
porated Accountants, London, W.C.2, 
announce that they have admitted Mr. 
J. D. Nightingirl, A.s.A.a., into partnership. 


Before he joined the firm a year ago, M, 
Nightingirl was Assistant Secretary of th 
Society of Incorporated Accountants, 

Messrs. Lanham & Francis, of Gilling. 
ham, Dorset, have admitted into partner. 
ship Mr. D. A. S. Hodge, A.s.a.s. The styl 
of the firm is unchanged. 

Mr. D. Jacobs, A.s.a.A., has commenced 
public practice under the style of Donald 
Jacobs & Co., Incorporated Accountany 
at New Broad Street House, 35 Ney 
Broad Street, London, E.C.2. 

Messrs. Hill, Vellacott & Co., Chartered 
Accountants, announce that they hay 
admitted into partnership Mr. John Selby 
Hillyer and Mr. Philip Edmunds 
Heywoed. 


REMOVALS 


Mr. K. H. Newsum-Smith, Incorporated 
Accountant, has transferred his office to 
Bank Chambers, Mount Street, Nottingham, 


Messrs. Carter & Co., Chartered Accoun- 
tants, have moved their offices to 8 Green- 
field Crescent, Edgbaston, Birmingham, 1;, 


Messrs. Yates and Senior have removed 
to Martin’s Bank Chambers, Bridge Stree, 
Ramsbottom, Manchester. 


Harvard Graduate School 
Fellowships 


Two Fellowships are again offered to young 
executives in British industry by the Hara 
Graduate School of Business Administration in con 
junction with the British Institute of Managemeti 
They are tenable at the School for the two yeas) 
Master of Business Administration cours, 
starting in September, 1954. It is very desirable 
that the holders should have some time in tht 
U.S.A. before this date. 

Each Fellowship is of a value of $2,600 (£932 
providing $1,000 for tuition and $1,600 towardj 
other expenses—sufficient with careful manage 
ment to cover minimum expenses with th 
exception of travel. The Harvard authoritis 
grant half the total amount on condition tha 
the other half is provided through the Brits 
Institute of Management. The succes 
candidate’s employer will be asked to provide 
this. 

Candidates must be of British nationality 
making and intending to make their careets ® 
British industry. Several years’ practical expe 
ence in industry or commerce is essentih 
a university degree is desirable. The selecist 
board will look for qualities of intellect ™ 
personality required for the successful exer 
of managerial responsibility. 

Applications on the prescribed form ™ 
reach the Director, British Institute of Mana 
ment, Management House, 8 Hill Street, Londet, 
W.1, rot later than April g. 
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